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Construction progressat Consolidated 
Edison Company’s Indian Point Sta- 
tion demonstrates how Kellogg’s broad 
erection experience can take tomor- 
row’s newest and toughest power pip- 
ing requirements in stride. 

At this unique 275 Mw nuclear 
steam electric generating station, 
Kellogg has a contract to manufac- 
ture, deliver, and to erect all stainless 
and carbon steel nuclear piping for 
the inside of the reactor sphere, and 
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all power piping for the conventional 
portion of this plant. Kellogg also 
stress-analyzed the major portion of 
this piping. Much of the stainless pip- 
ing will be manufactured in Kellogg’s 
Williamsport plant. 

The particularly rigid specifications 
of high quality and close tolerances 
required the assignment of a special 
engineering staff to the site. This staff 
plans, coordinates and supervises 
each step of Kellogg’s erection assign- 
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Indian Point Station as it looked in April this year, showing some of the piping to be installed by Kellogg’s Power Piping Division 


NUCLEAR POWER PIPING BY KELLOG 


ment. One important phase e! 
over 2200 critical welds, most 1 
ing Kellogg’s K-Weld technique 
other is the radiographic inspect 
each weld, which Kellogg is u 
taking with its own equipmen 
personnel. 





Kellogg welcomes inquiries { 
stress analysis, metallurgical, 
neering, manufacturing and er 
services. 


POWER PIPING DIVISION - THE M. W. KELLOGG COMP 


711 THIRD AVENUE, NEW YORK 17, N. Y. + A SUBSIDIARY OF PULLMAN INCORPORATED 


Offices of Kellogg subsidiary companies are in Toronto, London, Paris, Rio de Janeiro, Caracas, Buenos Aires. 
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Looking up into the furnace of a C-E Controlled Circula- 
tion Boiler. One of its four Tilting, Tangential Burners is 
being moved into position. The burner and its adjacent 
water wall tubes are shop assembled into a single panel 
and handled as one piece. All four corners of the furnace 
are similarly equipped. Tangential burners may be ar- 
ranged to burn coal, oil or gas separately or in combination. 


ronAnnncoccecrrrtent 
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Sectional plan view through | 
tangentially fired furnace 
showing impinging action | 
of fuel streams from the 
burners which results in 
extreme turbulence and 
thorough mixing of fuel | 
and air. 


Combustion Engineering Building 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACTORS; , 
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Tangential firing — an exclusive C-E 
development—was introduced by Combus- 
tion in 1927. The tilting feature of the 
burner nozzles, for control of superheat 
temperatures, was added to the basic design 





1est for big boilers 


in the late thirties. Among the many proven 
advantages of the C-E Tilting, Tangential 
Burner, those enumerated below are espe- 
cially noteworthy — whether the fuel be 
coal, oil or gas, or combinations thereof. 











ENGINE 


00 - .adison Avenue, New York 16, N. Y. 





Thus, tangential firing has established 
itself in service over a period of many years 
as the most widely accepted method of fir- 
ing for big boilers. More recently it has met 
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. The extreme turbulence created by impinging flame streams of adjacent burners 


assures the most effective mixing of all the air with all of the fuel to produce 
the. most rapid and complete combustion. Minimum carbon loss is assured. 
The swirling rotating travel of combustion gases fills the furnace cross-section 
and utilizes the heat absorbing wall surfaces most effectively. 


sperheat is controlied 
If steam temperature goes too high, the C-E Tilting Tangential Burner nozzles 


automatically tilt downward. More furnace wall surface becomes effective. Gas 
temperature to superheat surface is lowered. Steam temperature comes down. 


Conversely, if steam temperature drops below that efficient for the turbine, 


nozzles tilt upward, sending hotter gases to the superheater. Steam temperature 
goes up — automatically. 
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About 650 tangentially fired C-E Boilers with an aggregate capacity of about 
400-million pounds of steam per hour are now in service; another 85 units are 
under construction or on order. In 1959 alone 31 new C-E Boilers with an aggre- 
gate capacity of over 5-million kilowatts were put in operation in electric utility 
plants. All of these units are tangentially fired. 


similar success in smaller oil and gas fired 
units for capacities as low as 70,000 Ibs. of 
steam per hour. Catalog PC 8 gives full 
information. May we send you a copy? 


ERING 





C-263 
A ER MILL EQUIPMENT; PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; SOIL PIPE 







































































es ALLEN S. Kino has taken 
a very practical view of the responsi- 
bility of the electric utility industry in his 
advance statements concerning the need 
of leading the world in electric power in 
the American way. This was selected as 
the theme of the Edison Electric Insti- 
tute’s twenty-eighth annual convention at 
Atlantic City, New Jersey, June 6th to 
8th. In view of the increasing interna- 
tional tensions, nothing could be more 
timely than to concentrate the attention 
of a great essential industry on the job 
of leading the way on a world-wide com- 
parative basis. 


Mr. KiNG, who is not only president 
this year of the Edison Electric Institute, 
but also president of the Northern States 
Power Company, has given PuBLic 
Utivities ForTNIGHTLY an_ exclusive 
statement on this pressing responsibility 
of the electric utility industry. It appears 
as the leading article in this issue under 
the title of “Meeting Tomorrow’s Power 
Needs.”’ Today the electric utility indus- 
try enters a new decade, the sixties, and 
already clouds of international crisis dot 
the horizon of our nation’s future. The 
electric utility industry now is planning 
and building to meet the requirements not 
only of the sixties but the seventies and 
the eighties, and so on. 
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DAVID A. HAMIL 








ALLEN S. KING 


As Mr. Kine tells the story, our 
American electric utility industry is con- 
fident of its ability to lead the world in 
electric power in the future as it has in 
the past continuously for many years 
That, perhaps, is why we can call it the 
American way because for so long there 
has been no other way. America must 
lead in electric power or our leadership 
in other fields would soon be in default. 


M®* KING is too well known to the 
readers of these pages to warrant 
a detailed biographical review. He is a 
graduate of the Massachusetts Institute 
of Technology (EE, ’22). He joined 
Northern States Power Company that 
same year—first in Minneapolis, then in 
Fargo, North Dakota. For more than 
twenty years he was division manager 
in North Dakota. In 1945 he became state 
supervisor. He was elected executive vice 
president in 1951 and president of the 
company in 1954. 


* KC * * 


S. REED, vice president of the Duke 

e Power Company, is author of the 
article analyzing the impact of low rates 
on earnings as reflected in TVA rate 
policies, beginning on page 798. Mr. 
REED is a native of Pittsburgh and a 
graduate of the University of Pittsburgh. 
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He served fifteen years with the Cities 
Service Company as a consulting rate en- 
gineer. He was also a rate consultant for 
most of the southeastern electric com- 
panies at the time when TVA was started. 
He took a permanent position with the 
Duke Power Company in Charlotte in 
1934. He was made vice president in 
1950. He retired as rate engineer last 
year but continues as his company’s rate 


consultant. 
* * * * 


8 ew A. Hamit, whose article on the 
Rural Electrification Administra- 
tion’s silver anniversary begins on page 
815, was appointed by President Eisen- 
hower to be the sixth Administrator of 
REA four years ago. Prior to that he was 
engaged in the cattle feed business in 
Colorado, as well as in political activity. 
At the time of his appointment he was 
speaker of the Colorado house of repre- 
sentatives. ADMINISTRATOR HAMIL is a 
graduate of Hastings College in Ne- 
braska (BA, ’30) and once organized an 
REA electric co-op at Holyoke, Colorado. 


* * j%*« 


A PROFESSIONAL writer and _ public 
relations man, G. T. KELLOGG, 
whose article on electric heating begins 
on page 820, is a resident of Arlington, 
Virginia. He came to Washington, D. C., 
in 1930 as a reporter with the Evening 
Star. Prior to that he attended Sioux 
Falls College in South Dakota, where he 
first went into newspaper work. He has 
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G. T. KELLOGG 


PAGES WITH THE EDITORS (Continued) 


HARRY A. POTH, JR. 


been a Washington correspondent for 
trade magazines in several fields, and has 
edited a group of northern Virginia 
weeklies. He is also a member of the staff 
of the Air-Conditioning and Refrigera- 
tion Institute, trade association of that 
industry. 
. * * * * 


|. eo A. PotH, JR., whose compre- 
hensive analysis of the complex sub- 
ject of regulatory treatment of accelerated 
depreciation begins on page 830, is a 
partner in the well-known firm of utility 
law specialists, Reid & Priest, of New 
York and Washington, D. C. A native 
of Philadelphia, Mr. Poru was educated 
in that city at the Notre Dame Convent 
school, the Wharton School of Finance 
of the University of Pennsylvania (BS, 
’33), and at the University of Pennsyl- 
vania Law School (LLB, ’36). He joined 
the New York office of Reid & Priest in 
1937 and in 1948 was made partner in 
charge of the firm’s Washington office. 
He is now a resident of Greenwich, Con- 
necticut. During World War II, he saw 
military service with the Air Force, sepa- 
rating with the rank of Major. He has 
been especially active in the Federal Pow- 
er Commission Bar Association and the 
American Bar Association. 


THE next number of this magazine will 


be out June 23rd. 
—<—_—™"!| 
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ECONOMIC COST OF MONEY CAPITAL 














Public utility management, as well as regulators, are concerned with the cost of money 
capital but for different reasons. Business management is concerned with such cost 
as it influences the efficient use of funds and affects financing decisions. Regulators 
are concerned with the fixing of rates which would enable public utilities to earn the 
most cost of capital. For some years Robert M. Soldofsky, associate professor of finance 
at the State University of lowa, has been teaching the discount process as a method 
of arriving at the time-adjusted or economic cost of money capital. Not only is it 
an effective method of arriving at accurate results, but it also makes allowance for 
growth in future earnings. The author has sought to avoid the misleading effects of 
direct comparisons of equity capital for utilities and nonregulated industrials. 


WHY WE TAKE UTILITY SERVICE FOR GRANTED 











Citizens of the United States take for granted the most important element of their 
lives, including individual and religious liberty, food, clothing, shelter, and public 
utility service. But because utility services do not physically appear on our tables or 
on our backs every day, we tend to overlook them. That is perfectly all right as long 
as we understand the relative importance. Roger B. Corbett, president of the New 
Mexico State University, Las Cruces, has given us a splendid inspirational account 
of what electric and other utility services mean or should mean to the average citizen 
of America. He compares our standards with the greater part of the rest of the 
world which is so much less fortunate in these respects. 


THE SCOPE AND PHILOSOPHY OF REGULATORY COMMISSIONS 

















Alan S. Boyd has a background in regulation at both the federal and state levels. For 
nearly ten years he was a member of the Florida Railroad and Public Utilities Commis- 
sion. During the past year he was nominated to the Civil Aeronautics Board to suc- 
ceed his friend, Louis J. Hector—an outspoken critic of some aspects of commission 
regulation. Recognizing the need of adjustments to reflect changing times, Commis- 
sioner Boyd nevertheless feels that drastic surgery as a means of curing regulatory 
shortcomings within our federal and state commissions could do more harm than good. 
His article considers such problems as ‘‘expertise,"’ regulatory lag, relations between 
commissioners and their staffs, separation and delegation of powers, and arrives at 
the conclusion that while self-improvement is indicated, commission regulation per 
se is here to stay as well it should. 


* 


Also « « « Special financial news, digests, and interpretations of court and com- 






mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Hagan PowrMag Analog Computer Control 
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HAGAN DIVISIONS: CALGON CO. — HALL LABORATORIES — BRUNER CORP. 


























| 
PowrMag systems embody the highest degree of flexibility. Simple, 
efficient electrical design utilizing long-lived and trouble-free solid 
state components, and rugged mechanical construction suit the 
system for a variety of industrial process control applications. 


4. Magnetic Control Unit 


This magnetic amplifier, operating on 1-9v DC, may be uséd 
individually, as a single 2 or 3 mode controller, or as one element 
in a large system. Each control unit may be removed from the 
front of the panel for easy interchangeability. The basic unit is 
easily converted to other modes by the addition of interchangeable, 
plug-in circuits for all common control operations. Inventory is 
reduced to the one basic unit. Unaffected by shock or vibration, 
PowrMag has no moisture, dirt, leakage or freezeup problems— 
3.5 watts of unregulated 110v, 60 cycle AC. Size—514” x 514”. 


2. Remote Control Station 


These stations provide for remotely established set points and 
required manual control operations. Full station may contain two 
single or ganged potentiometers, one switch and two meters. Size— 
214” x 514”. Half stations available with set point, bias or ratio 
dial and output signal indicator. Size—214” x 314%”. Each station 
uses 12-wire, color-coded electric cable with MS-type connector. 
Front mounting and removal make it ideal for the compact con- 
sole installations required for centralized control. 


3. Patchboard 


Interconnecting the system in any desired manner, via color-coded 
electrical cable, the patchboard requires no solder connections or 
terminal boards—all connections are made by special taper pins. 
Each connection is identified by an alphanumeric combination. 
Numbers, run vertically, identify the components in the system, 
such as magnetic amplifiers, controllers, transducers, etc. Letters, 
run horizontally, identify the connectors leading into the patch- 
board. DC control power bus is in the center section—no AC 
voltages are used in the patchboard. 

Easy front access permits simple changing of operations. Addi- 
tional loops or components are readily added to the system. 

A letter or phone call will bring you complete information on 
the PowrMag system. Ask for Bulletin MSP-163. 


HAGAN 


CHEMICALS & CONTROLS, INC. 


HAGAN CENTER, PITTSBURGH 30, PENNSYLVANIA 
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“There never was in the world two opinions alike.” 
— MONTAIGNE 
















James Rosco—E DrRuMMOND “On many of our critical issues of the day there has 
Chief, Washington news bureau, been entirely too much public speaking and not nearly 
Christian Science Monitor. enough private thinking.” 






* 


Maurice H. Stans “In the absence of a genuine thaw in the cold war 
Director, Bureau of the Budget. which could lead to a major reduction in military costs, 
the only way to cut back the level of the budget is to 
look to the Congress to modify laws that are already on 

the books.” 









. 


EDITORIAL STATEMENT “A layman might suspect that what the government 

The New York Times. needs is a simplified structure of responsibility and 
command. Who does the original thinking when every- 
body is either being co-ordinated or is co-ordinating 
somebody else? The government is overweight, per- 
haps not so much with squandered money as with over- 
lapping agencies.” 
















> 
HerBert D. VOGEL “T cannot ignore the very real advantages accruing to 
Chairman of the board, Tennessee any system which operates for minimum earnings 
Valley Authority. rather than a normal profit and which is not required 






by law to pay interest on its obligations or income taxes 
to the federal government. In all fairness, it must be 
admitted that these result in consumer advantages not 
enjoyed by the customers of private power companies. 
Any talk about establishing a measure for the cost of 
power without reference to these factors is, of course, 














absurd.” 
> 
Ciirton L. GANUS, JR. “The secret of American achievement is a funda- 
Vice president and dean, School mental belief in God, constitutional government, and the 
of American Studies, Harding American free enterprise system. Upon these three prin- 
College. ciples are based the civil and economic liberties by 























which we live. By which we have achieved the greatest 
measure of personal freedom and economic well-being 
that the world has ever known. I challenge you to pro- 
tect this pyramid of freedom and to assure your genera- 
tion, and that which is to come, of the rights and privi- 
leges which we enjoy and for which our forefathers 


died.” 
> 
_ JOHN P. SAYLor “Two or three decades back, who would have dared 
U.S. Representative from suggest that the federal government had any utility re- 
Pennsylvania. sponsibility to supply electric power for anyone? Two 


decades ago who would have suggested that the fed- 
eral government appropriate funds for aid to local 
education? Anyone even mentioning such things would 
have been branded a Socialist right off the bat. Now 
such ideas are bandied around without apologies. So 
it is with other things—our acceptance of farm sub- 
sidies, high taxes, and more and more interference 
by the government in our daily lives. These all form 
a pattern which will not only destroy your particular 
business but will destroy our free enterprise system 
as well. We have developed enough of the picture to 
know that the situation is deadly serious.” FC 
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New light on the NATION’S CAPITAL 
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from PEPCO's 1959 Annual Report 





up 12% to 1,156,000 kilowatts 

up 13% to 4,367,000,000 kilowatt-hours 
CUSTOMERS up 2% to 350,000 
up 15% to $83,215,000 


REVENUE 
EARNINGS PER COMMON SHARE up 14% to $1.79 
up 14% to $434,916,000 


GROSS PROPERTY AND PLANT 
up 16% to $371,110,000 


TOTAL CAPITALIZATION 
excerpted from the 1959 Annual Report COP 


MATCHLESS SERVICE ® 


PEAK LOAD 


PFOTOMAC ELECTRIC POWER COMPANY 
Washington, D. C. 














“Westinghouse can bring y 


equipment for 
690-kv transmission 
systems—today!” 


In the next seven years enough generating capacity 
will be added to our electric utility systems to power 
another America. To distribute this power economic- 


ally—to distribute it at all—will require super-volta 
systems. For 460-kv to 690-kv systems, Westinghou«: 
is ready today to furnish equipment to do the jo 

Ability to supply this equipment is completely d 
pendent upon basic understanding of system behavicr 
at such voltages. This knowledge has been acquire‘ 
by exhaustive tests conducted in cooperation wii. 
the electric utility industry. 


Building blocks of today’s E-H-V knowledge... 

Tidd project and high-altitude tests at Leadville 
Westinghouse gained early E-H-V experience in 194 
by building transformers for the American Electr: 
Power System’s field tests at Tidd Station. A! 
operating conditions that could reasonably be ex 
pected were simulated, including surge voltages up t 





0 kv. Based on this experience, 345-kv apparatus 

power circuit breakers, transformers, arresters, 

onnect switches . . . is in successful commercial 
ration on hundreds of miles of 345-kv circuits. 


| advanced laboratory in the Rockies 


1956, in cooperation with Public Service Company 
Colorado, Westinghouse began participating in 
road investigation of E-H-V transmission in the 
ky Mountains. This project includes measure- 
nt of corona and radio influence and exhaustive 
itching surge experiments. Conductor size and 
ndling effects, reduced insulation levels and eco- 
mics of super-voltages are being studied as a further 
ension of Tidd tests at 10,000-ft altitudes under 
lent extremes of weather and temperature changes. 
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Spending millions to save utilities tens of millions 


Building upon this field experience, and many suc- 
cessful commercial applications at 345 kv, apparatus 
has been further developed at modern test centers 
throughout Westinghouse—complete high-voltage, 
high-power test facilities allowing the development 
of equipment for 690-kv systems. 


Because of the Westinghouse policy of plowing back earnings 
into the future of the electric utility industry, the challenge 
of 690-kv transmission systems has been met! J-97211-R 


You CAN BE SURE...1F I1's V Vesti nghouse 


TUNE IN WESTINGHOUSE-CBS TV-RADIO COVERAGE, PRESIDENTIAL CONVENTIONS, JULY 10-29 
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In their never-ending search for new ways to pro- 
vide more power and to reduce costs, Detroit 
Edison engineers have developed an ingentous 
system for feeding low pressure steam to a neigh- 
boring industrial plant. In turn the neighbor 
supplies blast furnace gas to Edison for the pro- 
duction of more electric power. A unique “energy 
bridge’’ carries the service lines across the Rouge 
River in an economical manner. 
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This is typical of how Detroit Edison is constantly 
exploring and utilizing new opportunities to 
improve efficiency in its service to the industries, 
stores, farms and homes of Southeastern Michigan. 


DETROIT EDISON 


An Investor-Owned Business 
PUBLIC UTILITIES FORTNIGHTLY—JUNE 9, |5 0 
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Terminating a metallic sheathed or shielded cable creates 
an abrupt discontinuity in electrical characteristics of the 
cable. Electrostatic stresses that have been resolved by opti- 
mum balance of dielectric components within run of the 
cable itself are disturbed at a cable end when sheath and/or 
shielding are stripped away from the conductor insulation. 


Rubber and plastic insulations exposed to the elements 
are subject to deterioration caused by sun, rain, industrial 
fumes, salt spray, and the like. Oil-impregnated paper insul- 
ation absorbs moisture readily, and if exposed to the atmos- 
phere would soon cease to be an insulator. Creepage distance 
along the surface of insulation from bare conductor to 
ground becomes significant and can result in tracking and 
eventual flashover. 


All these conditions are overcome by a pothead to the 
degree required by system design and BIL level desired. A 
pothead provides: 


1. An hermetic seal of the cable end to prevent contam- 
ination of cable insulation by moisture or liquid dielectrics 
used in equipment to which the cables are connected. 


2. An impervious porcelain insulator to protect cable in- 
sulation against weather and adverse contaminating atmos- 
pheric conditions. 


3. Physical protection and mechanical support of the 
cable conductors, insulation sheath, armor, and so forth. 


4. Means for making external electric connections with 
the cable conductors within the pothead housing. 


5. A compact, economical housing providing adequate 
dielectric strength (including that of the cable end) con- 
siderably greater than can be accomplished by any other 
means within the same space. 


Unlike a bushing, where characteristics are controlled by 
complete factory assembly and test of the whole device, the 
pothead manufacturer can provide in finished form only a 
portion of the whole termination. With a pothead termina- 
tion, the cable, stress-relief cone, and dielectric compound 
must be assembled with the basic pothead in the field at 
time of installation. Successful operation of the termination 
requires proper combination of all these components. 


3526 WEST 127th STREET 





superior quality standards — inspired specialized design 
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Years of development work and of operating experience 
have resulted in a thorough understanding by G&W engi- 
neers of electrical and mechanical requirements for pothead 
terminations. From this has evolved the most complete line 
of pre-engineered standard potheads with improved gasket 
materials, superior porcelain designs, hermetically-tight 
metal-to-porcelain bonds, and an array of interchangeable 
pothead entrance fittings. 


G&W knowledge of pothead-design fundamentals, use 
of materials of the highest grade, flexibility of component 
parts, and good installation techniques will help you make 
better cable terminations for more reliable transmission of 
electric power with underground cables. 


G&W representatives welcome the opportunity to con- 
sult with you on your present and future cable-termination 
requirements. G&W’s unique engineering service is avail- 
able without obligation. 


GeW ELECTRIC SPECIALTY COMPANY 


e BLUE ISLAND, ILLINOIS 


CANADIAN MFG. ¢ POWERLITE DEVICES LTD. e TORONTO, MONTREAL & VANCOUVER 
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Do you have a 
Utility 






problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 

For information, you are cordially 
invited to call our Public Utility De- 
partment at Digby 4-3500 or write us 
at One Wall Street. 


IRVING TRUST COMPANY 


GrorGE A. Murpny, Chairman of the Board 


Capital Funds over $140,000,000 One Wall Street, New York 1 5, N.Y. Total Assets over $1,700,000,000 


WILLIAM E. PETERSEN, President 


Public Utilities Department—JOHN F. CuILDs, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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DP&L reports 


on an 


interesting year 


AREA SERVED 
IN OH/0 


The Dayton Power and Light Company’s report on 1959 
includes such topics as: “The Battle Against Rising 
Costs”; “2 Billion Tablespoonfuls of Coal” (a story of 
efficiency ) ; “The Browns Have $500 to Spend”; “Going 
Underground to Reduce Overhead”; “Electromation” 
—and more. It’s the story of serving a million people 
in prosperous West-Central Ohio with electricity and 
natural gas. The coupon will bring your copy. 


y THE DAYTON POWER AND LIGHT CO. 


25 North Main, Dayton 1, Ohio 
Please send me a free copy of DP&L’s 1959 Annual Report. 








When utilities need financing, : 


call to the Continental can be very . 
enlightening. Our resources are more thar 
2% billion dollars. And the men in ou 
Utilities Division are well qualified 
to help with the planning— 

financial and otherwise— 
goes along with growth. 


r inquiry will be 
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BUILDING BIG MEANS MONEY 


The men who make the management decisions of America’s electric utilities know that their 
dividual companies and their industry are up against the challenge of the most dramatic need for system 
kpansion and new construction we have ever seen. The population and economic growth projected for the 
ext decade are the measure of the challenge. 

Building big means money. Where is the money coming from? Competition in capital markets is 
een and growing keener. Regulatory commissions—however conscious of the need for earnings adequate to 
tract new capital— must, in the nature of the case, stand as a check to rate increases. Earnings must continue 


| be under the pressure of higher wage costs. Where do we look for earnings in our industry that will draw in 


e capital amounts the next decade will demand? 


We look surely, where we have always looked—to increased efficiency and to technical progress 
n the production and transmission of our product. We count on maintaining the record we have achieved so 
ccessfully so far in meeting the nation’s power needs at costs so economical that—had other segments of 
hdustry managed as well—we should today have no problem of inflation. 

The Moloney Electric Company, from the very beginning of the electric utility industry, has 
laye: its part in the making and the maintaining of this record. As the leading independent specialist in trans- 
brmer production, development and research, Moloney has had a share in every major forward step of trans- 
brmer improvement. Moloney continues, in its particular and pinpointed area of excellence, to give assurance 
at Moloney’s resources, facilities, and production capacity will continue to be available to the electric utility 


dustry in the service of a growing nation. Me6o-2 


Since 1896... MORE POWER 70 YOU 
MOLONEY ELECTRIC COMPANY 


MANUFACTURERS OF TRANSFORMERS FOR 
UTILITIES e INDUSTRY e ELECTRONIC APPLICATIONS 


Sales Offices In All Principal Cities 





AC’ ORIES AT ST. LOUIS 20, MO., AND TORONTO, ONT., CANADA 





YAO WARY CARD RECORDS’ 


WOES YOUR COMPANY 
WINE 10 COPE WITH? 


YU WON BE 15,000... OR TMAY 
BE 2500000 (AS IN THE CASE 
OF THE INSTALLATION PICTURED) 


Whatever the number, the new line of REMINGTON RAND KARD- 
VEYER® models offers the most efficient time- and money- 
saving mechanized equipment ever devised for card 
records! At the touch of a button the tray containing 
any desired card is delivered in 3 seconds in front of 
the seated operator. No more standing, walking, 
reaching, bending! Trays are positioned for refer- 
ence without shadows. Superbly engineered, 
the units ore vibrationless and whisper quiet. 
KARD-VEYER units accommodate more A typiedl cuuibe'e 
card records for the floor space used of a large efficient 
than ever before possible in mechan- eS 
ized equipment. There is a model 
to meet your precise needs. 
Send the coupon TODAY 
for illustrated booklet 
giving full details on 
these remarkable 
- _KARD-VEYER a 











eas 
REMINGTON RAND 
a ® DIVISION OF SPERRY RAND CORPORATION 
inal alaati Lee Maree nee ae err Room 1602, 315 Park Avenue South, New York 10 
Kindly send free booklet LBV 81 1—’New Kard-Veyer’ 
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AUTOMOBILE 


The Car Designed with 
Load Building in Mind 


Bayard L. England, Board Chairman of Atlantic City Electric Company, is 
shown with one of the new electric automobiles purchased by his company. 
It is predicted that the new electric car will be the greatest new LOAD 


BUILDER the electric industry has seen in many years. 
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METER READER’S 
: BINDERS 


American Loose Leaf Corporation is 
the world’s largest producer of all 
types of Meter Reader's Binders. 


? 


We manufacture Meter Reader Binders in a wide range of 
sizes and styles in durable binding materials which include 
Bakelite, Phenolite, Aluminum, Buckram and Canvas. 


Illustrated below is our popular “Style G” meter binder. 
It combines the positive compression of heavy duty thongs 
with an ease of sheet changing provided by double sheet 
holding bars and expandable posts. Polished aluminum plates 
protect all working parts. Following are alternate components 
for locking and labeling contents. 


®2.4 wn 


t ‘ 
duc sy Ww . - 


‘Jsing the sheet holding bars illustrated above, meter sheets 
can be locked and labeled for economical mailing between 
billing point and route office. In this way just one set of 
covers can be assigned to each reader. 

Please feel free to call upon us for help and suggestions on 
your particular binder problems. Samples can be furnished 
on request. 


Write for our Special Meter Binder literature. 






































Above are sketches of a few of the new industrial plants erected in New Jersey during 1959. 


Industrial growth during the year 1959 was healthy in the New Jersey 
area served by Public Service Electric and Gas Company. More new 
industries came to New Jersey, at the Crossroads of the East, than dur- 
ing the previous year. The final quarter was particularly successful, and 
there is every indication that industrial progress here will continue during 
the coming months and years. 

Throughout our territory there is visual proof of the growth of in- 
dustry, as well as new commercial centers, new office buildings and new 
residential areas. New, modern, landscaped industrial establishments are 
seen in the Delaware Valley section, as well as in Central and Northeastern 
New Jersey. Shopping centers and housing developments have risen in 
many parts of the area served by Public Service. Urban renewal is taking 
place in many cities. 

The years ahead hold great promise. All of these facts reflect the 
growth of New Jersey, and Public Service is growing along with this great 
state. We are planning and building ahead to meet all demands for our 
services. 


PUBLIC SERVICE ELECTRIC AND. GAS COMPANY e NEWARK, N. J. 
laxpaying Servant of a Great State wl 
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e FORWARD-LOOKING BUSINESS NEEDS A FORWARD-LOOKING BANK 
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0. service to leading privately owned public utilities is based on knowledge that 
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£1960 ).T.Co. 
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k: aps us abreast of the rapid evolution, expansion and progress of the industry. 
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BANKERS TRUST, NEW YORK 


Member 
Federal 
Deposit 
Insurance 
Corporation 





YOUR 
POWER 
SYSTEM 
IS IN THE 
BEST 

OF HANDS 


First the Epasco engineer puts his finger 
on the problem . . . then his hands, 

his mind, his imagination and ingenuity 
go to work formulating a solution 
grounded in the practical, accumulated 
experience of Epasco’s half-century of 
working with the electric utility industry. 
These hands are familiar with the 
problems, the possibilities, the capacities 
of a system’s distribution and transmission. 
Countless times they have worked out 
the answer to a problem of production .. 
of operation, or maintenance . . . of 
construction or of planned expansion. 
They have contributed new efficiency to 
systems which have resulted in lower 
cost of production. 

Where is your system problem? In 
maintenance? In expansion? Do your 
future needs require a new site, new 
construction, new ideas? What of the latest 
equipment, of methods, of streamlined 
operation? 

In the hands of Exsasco, are held the keys 
that can unlock the answers. 


Our brochures describe 
Esasco’s services and how 
they may be of use to you. 
For copies, write 

Ebasco Services Incorporated, 
Dept. M, Two Rector Street, 
New York 6, N. Y. 
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POWER 7? 


COME TO “UPSTATE, N.Y.” 


new market place of the world 


“Upstate, N.Y.” has everything required for profitable growth 

of business and industry — including plenty of power. In addition, 
Niagara Mohawk is spending 300 million dollars in an expansion 
program to assure the extra electricity (and natural gas) required for 


the future needs of industry, business, farms and homes. 
¥ POWERED BY 


In Upstate, N. Y., you'll also find rich markets, unsurpassed 
NIAGARA 


transportation, skilled labor, a plentiful supply of water, and 


recreation and education second to none. For illustrated fact booklet M O be AW K 


and more information, write Niagara Mohawk Power Corporation, 


Dept. P-6, 300 Erie Blvd., West, Syracuse 2, N. Y. NIAGARA afl MOHAWK 





Milwaukee County and adjacent areas served by Wisconsin 
Electric Power Company are today important industria] 
districts. 

That Milwaukee leads the nation in the production of beer 
is well known, but how about diesel and gasoline eng nes; 
outboard motors; motorcycles; tractors; padlocks; cons‘ ruc. 
A BEVERAGE MADE tion equipment? First in the nation in these and high in 

many others, Milwaukee County is the eighth-largest indus. 
IT FAMOUS... trial center in the nation and ranks third in the use of steel, 
The Company also serves the important industrial com. 
munities of Racine and Kenosha — homes of Rambler, J. |, 


diversified INGUStIY Cas: sonsons Wax 


From the factories to the fields is just a step. Includcd in 
k it the Company’s service area are 15 counties where rich ‘arm 
eeps i prospero us land and electrified farming result in average annual use of 
electricity of 9,577 kilowatt-hours per farm, a figure waich 

exceeds the national average for non-irrigated farms. 
To meet the electrical needs of this growing industrial and 
agricultural region, Wisconsin Electric Power Company is 

building... 








One with a million — In 1959 the total capacity of the 
Oak Creek Power Plant was increased to 775,000 kilowatts 
by the addition of a fifth generating unit of 275,000-kilowatt 
capacity. When a sixth generating unit, now under construc- 
tion, is placed in service at the end of 1961, Oak Creek will 
have a capacity of 1,050,000 kilowatts. Of all the power 
plants in America owned by one company for electric serv ce 
to the public, only one now has a generating capacity of more 
than a million kilowatts. 

Oak Creek has been constructed to help our customers lve 
better and work better . . . electrically. It is a practical demon- 
stration of our faith in the future of this area. 


WISCONSIN ELECTRIC POWER COMPANY 














Electricity lights the way 


and commercial banks 
pl.» a big part in 
ili minating the nation 


ig city streets, down quiet 
urban lanes and out across 
byways that lead to distant 
ns—electricity lights the na- 
iS way. 
nd commercial banks con- 
‘ute, 
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With loans and financial ser- 
vices, banks help private compa- 
nies create electricity, distribute 
it and extend power lines to new 
industrial and residential fron- 
tiers. 

On the consumer side, bank 
loans frequently help wire the 
home and provide ready money 
to buy electrical appliances in 
neighborhood stores. 

The Chase Manhattan Bank 
of New York, a leading lender to 


business and industry, is proud 
to be a part of the commercial 
banking system that helps private 
enterprise keep America strong. 


THE 


CHASE 


MANHATTAN 
BANK 


CHARTERED IN 1799 
Member Federal Deposit Insurance Corporation 
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When it comes to 
FINANCING... 


Today’s 
crowded 
schedules 
demand 
the ultimate 
in Printing 
Accuracy 
and 


Service 


APPEAL PRINTING J womn=... 





COMPANY, INCORPORATED piGepectiass 
ESTABLISHED 1889 . . Penny tlmmetes 
li Eis Rtnnt Fonancial =— EF smuarnevens 
New York 6, New York Printing Municipal Offerings 
Market Letters 
Telephone: WO 4-3033 < - 
Specialists and all other types of 
1889 - OUR 7ist YEAR - 1960 Financial, Corporate 


and Legal Printing 
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Growth has been the keynote of every facet of Southern 
California Edison’s operations during the past decade. 


Each year new records have been set as new plants 
and lines are built to serve additional residential, indus- 


trial, commercial and agricultural customers. 


Here is the story of the decade: population of 
Edison’s service territory up from 2.8 million to 4.8 
million; Company’s investment in plant from $542 
million to $1,366 million; kilowatt-hours transmitted 
from 8 billion to 17.6 billion and total meters 986,100 
to 1,628,700. 


Providing our customers with the power to pace the 
diversified growth of Southern California has been 


Edison’s business for 65 years. 


SOUTHERN CALIFORNIA 
COMPANY 


EDISON BUILDING e 601 WEST FIFTH STREET 
LOS ANGELES 53, CALIFORNIA 





In _ 
New 
England 





Lens 


nuclear power 
is on the way 





| Putting atoms to work 
for peace and prosperity 
has been going on for some years now 

in a number of places around New England. 

At Rowe, Massachusetts, for example, 

Yankee Atomic Electric is scheduled to start 

producing electricity on a commercial basis late in 1960. 
New England industry eats up 





large blocks of electric power each working day... as do 
hundreds of thousands of mechanized New England homes. 
And you find the future... 

homes and offices of advanced design, 

new labs and whole new industries... 

blending sensibly 

into this traditional eye-appealing landscape 


sift 4 Your plant or your business can prosper here 


This thriving region’s largest electric utility 
system, New England Electric, lies in the heart 
of the world’s most diversified industrial area, 
serves over 4,700 industrial firms and more than 
1,000,000 customers. 


NEW ENGLAND ELECTRIC SYSTEM, Boston 16, Massachusetts 
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[onc-ReLL 


entinels Of Service 


For almost a half-century Long-Bell Poles 
have been identified with this phrase. 








Manufactured and distributed by highly skilled and 
experienced craftsmen, these poles like other Long-Bell 
pressure-treated products are just another example 
of the quality that this name implies. Expert treatment 
with proven preservatives is an unvarying standard of 
performance at every one of five wood preserving plants 
located strategically to give prompt and efficient service. 


also 


PILING LUMBER TIES POSTS 
CREOSOTE PENTACHLOROPHENOL WOLMAN SALTS® 

















INTERNATIONAL PAPER COMPA 
WOOD PRESERVING DIVISION 
De Ridder, La. Kansas City, Mo. Longview, Wash. 
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New Fleet Car Favorite 
of America’s 
Public Utility Companies 
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Public Utility Companies are buying more Ramblers 
for fleet use than any other make car. Here’s why— 


@ LOW FIRST COST— You save when you first company records. You save every mile your 


buy Rambler. Compare Rambler’s low initial 
cost with that of your other fleet units. 


LOW MAINTENANCE COSTS—Rambler is 
quality-built throughout. Rugged Single- 
Unit* construction and Deep-Dip* rust- 
proofing assure longer car life . . . more 
trouble-free service . . . less “‘down-time”’. . . 
lower maintenance costs. 


TOP ECONOMY—Rambler record-breaking 


Rambler fleet units operate. 

WIDEST MODEL CHOICE—Fleet operators 
can choose from 33 Rambler models, in- 
cluding 17 station wagons—3 wheelbases— 
4 engines—6’s and V-8’s. 

TOP RESALE VALUE—You save again with 
Rambler when it comes time to trade or sell. 
Rambler’s proved resale value is authenti- 
cated by official used car guide books. 


*Pioneered by American Motors 


economy is further authenticated by utility 


RAMBLER—From America’s Most 
Experienced Builder of Compact Cars 





SEE YOUR RAMBLER DEALER 
... or write or wire 


FLEET SALES DEPARTMENT 
DEPT. J-69 


AMERICAN MOTORS CORP. 


For Complete Information 
On How RAMBLER Can Cut 
Your Fleet Costs... 
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[his cradle holds a big baby...to help us grow 
ith booming California. It’s one of the two 

32: 000 kw generators which will double capac- 

us ty at our Pittsburg Power Plant to 1,310,000 
w! This is another big step in our continuing 
expansion to serve over 1000 new customers 
and Electric Company 
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Ja premium performer in the 


B3saw 
Cyclone Furnace 


Low-cost, unwashed, high-ash coais 
actually aid efficient combustion 
in the B&W Cyclone Furnace 


Low grade coals are effectively fired in the B&W Cyclone Furnace 
with a continuous high velocity blast of secondary air, causing a 
cyclonic turbulence. Ash in the coal is melted to form a viscous 
fluid bed around the cylindrical furnace walls. This slag bed traps 
incoming coal on its surface, letting the high velocity secondary 
air scrub the coal, burning out maximum Btu’s. More than 80% of 
the ash is trapped in this liquid slag and tapped into slag tanks 
before entering the secondary furnace. 


So—the high slagging characteristics of low-cost, unwashed, low- 
fusion-temperature coals make them an especially attractive fuel! 


In addition, B&W Cyclone Furnaces offer all of the 
following advantages: 


Simplification of coal burning equipment 
Less atmospheric pollution 
Elimination of fly ash handling and disposal problem 
by reinjection system as a part of the unit 
e Less space, smaller building 
e Less maintenance and cleaning 
e Safer operation, simpler remote control 
e Increased availability 


The unit under construction on the left is one of the more than 325 
B&W Cyclone Furnaces to be erected to meet the increasing needs 
for maximum efficiency of energy conversion in the power industry. 
We would welcome an opportunity to put the advantages of a B&W 
Cyclone Furnace in your language. For further details, please contact 
your local B&W representative ... or write for B&W Bulletin G-65. 
Address: The Babcock & Wilcox Company, Boiler Division, 


Barberton, Ohio. 
6-965 


THE BABCOCK & WILCOX COMPANY 
BOILER DIVISION 
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ENGINEERING CO. In 1952 Pioneer joined with other groups, all 
231 S. La Salle Street, reporting to the Atomic Energy Commission, for 
Chicago, Illinois constant study of atomic energy application. 

Today Pioneer is qualified as a consultant to 
industry in the application of atomic reactor 
systems to the generation of electric power. 
Presently, Pioneer is acting as architect-engineer 
and supervisor of construction of the 66,000 kw 
commercial atomic power plant shown here. 
Allis-Chalmers Mfg. Co. is the prime contractor. 
Scheduled for 1962 completion, the plant, for the 
Northern States Power Co., will be known as 
the ‘Pathfinder’. 
Organized as Central Utilities Atomic Power 
Associates, these utilities will share in the research 
and development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities Co., 
Madison Gas and Electric Co., Mississippi 
Valley Public Service Co., Northwestern Public 
Service Co., Ottertail Power Co., St. Joseph Light 
and Power Co., Wisconsin Public Service Corp. 
PIONEER SERVICE & ENGINEERING CO., 231 South 
La Salle Street, Chicago, Illinois 


NEW! 


Write for 40-page booklet, ‘‘Pioneering New 
Horizons in Power"’. Describes, illustrates 
Pioneer's engineering services, and corpo- 

rate services, from financing to operation. 


Sketch of “Pathfinder” 
commercial atomic power plant 




















S, all 
sion, for 
on. 

to 


eer 








Cae aw 


A message for GROWTH-MINDED MANAGEMENT 


interested in huge stores of minerals and chemicals, low-cost fuel, water 
and power — and other factors relating to industrial opportunities. 


you'll find GREAT 


INDUSTRIAL 
POTENTIALS 


in Treasure Chest Land 











— the Utah, Idaho, Colorado, Wyoming area 
so rich in natural resources 
served by Utah Power & Light Co. and subsidiaries 


Telluride Power Company and The Western Colorado Power Co. 


Write for new 28 page brochure, “A Treasure Chest 
in the Growing West”. It is specific, concise, reliable. 
It discusses the almost inexhaustible storehouse of 
raw minerals and chemicals; fuel, water and power 
WH AH resources; transportation facilities, market growth. 










It tells about the human factors — climate, living 
conditions, unlimited elbow room. It lists nationally 
POWER known companies already here. Inquiries held in 






strict confidence. 


J LIGHT WRITE TO: D. H. White, 


Manager Business Development Dept., 
Dept. A4, Utah Power & Light Co., 
60. Salt Lake City 10, Utah 
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ONLY HALF THE STORY 


This 218-ton piece of equipment is only half the new capacity 
story for PP&L in the coming year. Together with an identical 
twin, it completes the 300,000-kilowatt, cross-compound turbine 
generator scheduled for in-service at the Company’s new Brunner 
Island steam-electric station in 1961. This new plant is the 
second “outdoor” plant facility by PP&L--a concept pioneered 
by the Company in northeastern latitudes. 

The Company believes that sound pioneering is necessary 
to PROGRESS -- and that PROGRESS is necessary to success 
in effectively meeting customers’ needs, attracting and retaining 
competent people and maintaining investor confidence. 


PENNSYLVANIA POWER & LIGHT ee ) 



























ALLIS-CHALMERS 








1. steam turbines 2. power transformers 3. distribution transformers 
4. voltage regulators 5. circuit breakers 6. condensers 


Plan better, build better 


One man can help you do both 


That one man — your Allis-Chalmers repre- _ attaining new efficiencies for you through sys- 
sentative—is empowered to bring you far more tem-mated engineering. 
than just electrical equipment in a range that’s This same man will keep you informed about 


system-wide. His objective: to help you plan the Jatest research and engineering develop- 
and build better by placing all the creative ents... advise you about new A-C products 
resources of Allis-Chalmers at your command. that pace power progress. Allis-Chalmers, 


It’s part of the personalized service aimed at Power Equipment Division, Milwaukee 1, Wis. 
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“When we invited our 


people to join, our 
participation jumped 20%!” 








NOW! U.S. SAVINGS BONDS EARN 3%4% 


Public Utilities Fortnightly 


THE U.S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT THANKS, FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DONOR ABOYE. 


“Early last month I checked with our 
Payroll Department. I found that less than 
28% of our employees were enrolled in the 
Payroll Savings Plan. So I contacted our 
State Savings Bond Director and asked for 
his help and advice. 

“He worked out an effective plan by 
which every person in our company was 
invited personally to join the Plan. You 
know, sometimes you hesitate to do a thing 
like this. Employees may think you are try- 
ing to use a little pressure. But the way we 
did it, there wasn’t any pressure at all. We 
just explained the advantage of this system- 
atic way of investing, and showed how con- 
venient it is. Then we invited them to 
join with the millions of other Americans 
who are building personal security—and 
strengthening our country’s peace power— 
through Savings Bonds. As a result we 
have better than 45% of our staff enrolled, 
and our participation is improving every 
payday.” 

Is your company enjoying the advan- 
tages of a substantial participation in the 
Payroll Savings Plan? Other first-line com- 
panies find that Helping their people save 
regularly in U.S. Savings Bonds reduces 
employee turnover, improves safety rec- 
ords and steps up morale materially. If 
you'd like to see your company’s participa- 
tion increased, contact your State Savings 
Bond Director. He’ll be glad to help you 
spread the latest information on Payroll 
Savings, person-to-person. 
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the power, and the money, to advance... 


Behind every new worksaver in today’s home is the 
power that makes it work—power put there by a 
public utility. And behind this new power is the 
money—money put there by banks and investors to 
help utilities grow and households go. 

’s earliest days, The First 


Fiom the industry 


National City Bank of New York has been an 


The FIRST 


important money supplier for important power 
suppliers. In our Public Utilities Department, Citi- 
bankers who know all aspects of utility financing 
bring the Bank’s skill and dollar resources to bear 
upon the utility industry’s ever-growing construc- 
tion needs. This outstanding Public Utilities De- 
partment staff is one good reason why utility men so 


often come to First National City /rst. 


NATIONAL CITY BANK 


of New York 


172 Branches, Offices & Affiliates 
throughout the World 


86 in Greater New York 
86 in 29 Countries Overseas 


Head Office: 55 Wall Street, New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 





Handy Dodge Tradesman 
saves you time, 


DODGE TRADESMAN has cck.wil 


C u ts yo U [ C 0 S ts compartments for supplies, ‘fittings | 


tools. Open, doors of horizon‘al com-iam 
partments form handy “work ches’ | 


HET 
Handiest thing on wheels, this new Dodge Trades- ih 
man! Its roomy compartment-type body helps keep 
your tools neatly arranged. Cuts costs by helping 
you accomplish more work in shorter time. Spacious 
floor area holds the bigger items you haul. Ladder 
racks and sliding roof are available. 


As for the rest of the truck, it’s everything the Dodge 
name promises. Dependable. Husky. Easy to drive. 
Thrifty, too . . . with your choice of a 120-hp. Six or 
200-hp. V-8. Both engines thrive on a lean diet of low- DODGE PANELS provide 155 cu. t 


cost regular gas! of enclosed load space on a compadi™ 
108-inch wheelbase. Tops in driving 


The Tradesman rolls off the Dodge production line cone and eye-cetching style! 
as a complete unit, equipped to your specifications 

and ready for work. It’s available for quick delivery 

at low cost through your nearby Dodge dealer. 


[ “24. 


DODGE 4 x 4’s take you anywherell 
off the road or on! Big choice of body 
types. G.V.W.’s from 5,100 to 20,000 Ibs, 
Horsepower from 113 to 202. 


DEPEND ON. 


DODGE 


TO SAVE YOU 
MONEY IN 


TRUCKS 


BIT RE EN San 
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A PRODUCT OF CHRYSLER CORPORATION 








Power 
To Keep 


S lock-up 
5, fittings iil 


= Montana's 
a) = Wheels 
Whirring 


Kerr Dam 


There’s plenty of power 
in the Treasure State... 


n driving 
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we're seeing to that! 


STEADY GROWTH CONTINUES 


| @ AGRICULTURE—Farm crops and livestock account for more than a half 


inywherelm “n° 
» of body billion dollars a year. 
0,000 Ibs, 
@ INDUSTRY—Montana’s oil and lumbering industries have more than trebled 


since 1946. 


@® PEOPLE—The population of the state has gained steadily since 1946. Mon- 


tanans use 12% more electricity than the national average. 


@ OUR COMPANY—In the past decade we have more than doubled our plant 


to remain ahead of the requirements of our customers. 


THE MONTANA POWER COMPANY 
















Throughout its service territory—in Ohio, 
Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New 
York — natural gas continues to be the 
preferred fuel for home and industry. 


serves a very special 


mMaintaine 
Columbia G 


‘Oreyhebectepe-s Gas 
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part of America, 
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BAD, 
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Pacity is 
d by the 
4S System. 


THE COLUMB 
SYSTEM, INC 
COLUMBIA GAS SYSTEM SERVICE CORP RATIO 
COLUMBIA HYDROCARBON CORPO: ATIO 


120 EAST 41st STREET, NEW YORK ‘°, N. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacC: RKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, °’HI0) 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT ©0 


. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
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Thursday—9 


National Coal Association, 
anniversary convention, be- 
gins, Washington, D. C. 


© 


Friday—10 


California Telephone As- 

sociation ends three-day an- 

nual convention, San Fran- 
ctsco, Cal. 


Saturday—11 


National Society of Pro- 

fessional Engineers ends 

four-day annual meeting, 
Boston, Mass. 


Sunday—12 


American Nuclear Society 
begins annual meeting, 
Chicago, Ill. 





Monday—13 


American Society of Heat- 
ing, Refrigerating, and 
Air - Conditioning Engi- 
neers, Inc., begins annual 
meeting, Vancouver, Brit- 
ish Columbia, Canada. 


Tuesday—14 


Illuminating F-gineering 
Society ends two-day Ca- 
nadian regional conference, 
Halifax, Nova Scotia, Can- 


ada. 


Wednesday—15 


Northwest Electric Light 
and Power Association, 
Accounting and Business 
Practice Section, begins 
meeting, Portland, Ore. 


€ 








Friday—17 


American Society for 
‘esting Materials will hold 
nnual meeting, Atlantic 
ity, N. J. June 26-July 1. 
Advance notice. 


Saturday—18 


Michigan Gas Association 

will hold meeting, Mack- 

inac Island, Mich. June 27, 
28. Advance notice. 


Sunday—19 


American Institute of 

Electrical Engineers begins 

summer general meeting, 
Atlantic City, N. J. 


Thursday—16 


Washington-Oregon Tele- 

phone Associations begin 

annual convention, Port- 
land, Ore. 








Tuesday—21 


Vew England Conference 

f Public Utilities Com- 

ntssioners begins, Ver- 
gennes, It. 





Wednesday—22 


National Conference on 
Electronics Standards be- 
gins, Boulder, Colo. 





Thursday—23 


National Association of 

Plumbing Contractors ends 

four-day annual meeting, 
Cleveland, Ohio. 


Monday—20 


American Society of Me- 
chanical Engineers begins 
applied mechanics confer- 
ence, University Park, Pa. 








Friday—24 


First Energy Institute will 

be held, Washington, D. C. 

June 27-July 1. Advance 
notice. 
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Largest Nuclear Power Plant in the U. S. 


Owned and operated by Commonwealth Edison, the Dresden 


nuclear power station in northern Illinois is the world’s 
first full-scale, privately financed atomic generating 
plant; has a 180,000-kilowatt turbine generator. 
Workmen are shown placing 50-ton head on 
reactor vessel prior to start of operation. 
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Meeting ‘Tomorrow’s Power Needs 


By ALLEN S. KING* 
President, Edison Electric Institute 


The population explosion predicted for the next twenty years will pose no 

problem for the investor-owned electric utilities. They will prove themselves 

ready and able to supply the power needs of the nation efficiently and in- 

expensively. Steam-produced power seems destined to hold its lead, with 

hydro second. But nuclear power seems almost certain to overtake and ex- 

ceed hydro power by 1980. Whatever tomorrow brings in electricity demand, 
the ingenuity of the electric industry will be sufficient to meet it. 


S we enter the decade of the sixties, 
there is great interest on the part 
of many Americans on how the 

electric power industry is preparing to 
meet the demands and _ challenges 
ahead, 

In the eight decades since its beginnings, 
the industry has become an increasingly 
important factor in the way every Amer- 
ican lives and works. Electric power is 
basic to gains in productivity and the 
standard of living, and at the same time 


*Also president of Northern States Power Com- 
pany. For additional personal note, see “Pages 
with the Editors” 


growth in power use is stimulated by the 
overall progress of the economy. 

To assure the continued effective rdle 
of electricity in serving the needs of the 
public and the nation, the investor-owned 
electric companies are now planning and 
building for the years ahead. The com- 
panies have looked realistically at the ex- 
pected dimensions of power supply for 
1970 and 1980, and a few weeks ago the 
findings were published by the Edison 
Electric Institute in a booklet titled “Meet- 
ing Tomorrow’s Power Needs,” which 
gives in broad outline the plans of Amer- 
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ica’s electric light and power companies 
for the next twenty years. 


I“ addition to a continuing study which 

is made periodically by the institute’s 
electric power survey committee, an ex- 
haustive study covering the entire nation 
was made over a period of many months 
by a task force of electric power experts 
from electric utility companies. While this 
study was being conducted regionally, on 
the basis of the eight power supply regions 
as defined by the Federal Power Commis- 
sion, a national projection was being de- 
veloped at the institute. The projections 
included capability, generation, and dollar 
amounts for new construction. 

When the field work, based on studies 
and plans of individual utility companies 
in the various regions, was compared with 
the nation-wide projections, the results 
tallied very closely. Consequently, we feel 
that the findings are as realistic and as 
accurate as is possible, keeping in mind, 
of course, that unforeseen events can in- 
flict short-term detours on any forecast. 


Companies Stand Ready to Meet 
Future Power Needs 
HE results of all of this careful study 
can be summarized in one sentence: 
The nation’s investor-owned electric com- 
panies stand ready and able to meet in full 
the future power needs of this country. 

At present, investor-owned electric com- 
panies account for more than three-quar- 
ters of the kilowatt-hours sold in the 
United States. The companies serve about 
80 per cent of the customers in the nation, 
with the rest being accounted for by gov- 
ernmental agencies and co-operatives. The 
electric companies provided more than 127 
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million kilowatts of generating capability 
at the beginning of 1960. The federal gov- 
ernment and other agencies provided 38 
million kilowatts. 

The forecasts made by the institute task 
force for 1970 and 1980 deal only with 
prospects for the investor-owned com- 
panies. 

By 1970 the electric companies expect 
to double their present power-producing 
capability, bringing the total to 263 million 
kilowatts. To do this will require about 
$52 billion in new construction. (All dol- 
lar figures are based on the 1959 price 
level.) This money will come from sales 
of electricity and the voluntary invest- 
ments of millions of people. Historically, 
America’s electric industry has built its 
world leadership with the funds provided 
in a free investment market. The electric 
companies have every confidence in their 
ability to attract funds in the free market 
to provide for the power needs of the fu- 
ture. 


HE power needs of the future will not 

come automatically. Ever since the 
days when the electric iron was a new- 
fangled gadget viewed by the public with 
some suspicion, the electric companies 
have been promoting the use of electricity, 
as well as building and developing power 
supply systems. We are continuing today 
with the Live Better Electrically program 
and other activities to bring before all 
Americans new uses of electric service 
which will benefit people in their homes 
and on their jobs. 

In a growing economy, with a popula- 
tion expected to increase by 68 million in 
twenty years, more and more Americans 
will be using more and more electricity. 
To provide this power, the electric com- 
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panies expect to reach in 1980 a capability 
of more than 492 million kilowatts, nearly 
four times today’s total. To do this they 
will have spent on new construction from 
the end of 1970 through 1980 more than 
$91 billion. 


Twenty-year Total: $143 Billion for 
New Construction 
—— from the beginning of this 

year through 1980, more than $143 
billion will be required to expand the elec- 
tricity supply systems—a sum in excess 
of three times the present investment. Two 
decades from now it is estimated that the 
new construction expenditures will be at 
an annual rate of about $12 billion, com- 
pared to about $3.5 billion in 1960. 

The forecasts to 1980 presuppose a con- 
tinuation of the growth of the overall 
economy at about the same rate as has 
been maintained since the end of World 
War II. The trend is for new heights of 
prosperity for the people of the United 
States by that year, with vast increases in 
the number of Americans enjoying that 
prosperity and contributing to it. 

We of the investor-owned electric in- 
dustry believe that these increases in indi- 
vidual and national well-being will come 
about through the continuation of Amer- 
ica’s free economic system. We believe 
that the people of the United States will 
continue their individual savings pro- 
grams through bank deposits, insurance, 
investments, and other means, and will 
continue to provide through the free mar- 
ket the funds for the required capital ex- 
pansion of all American industry. 

These forecasts for the future are indi- 
cations of the basic faith the electric com- 
panies have in the vigor and potential of 


the United States. And, in planning for 
the electricity supply systems for the dec- 
ades ahead, the companies are including 
substantial margins of reserve capability 
to assure that whatever the eventuality, 
electric power will continue to be adequate 
to serve America’s needs, whether in peace 
or war, 


Generation in 1970 and 1980 
ia the greatly expanded power sys- 

tems of the future, the electric com- 
panies will be generating electricity in 
quantities measured by a new series of 
numbers—the trillions. 

In 1970 the electric companies expect 
their output to be about 1.2 trillion (1,200,- 
000,000,000) kilowatt-hours, more than 
double that of last year. In the following 
decade, annual output will about double 


again, with 1980 estimated at nearly 2.3 


trillion (2,300,000,000,000) kilowatt- 
hours. 

It is generally recognized that one of the 
best indications of a nation’s economic 
strength and the well-being of its people 
is per capita use of electricity. Nearly 40 
per cent of all the electrical energy gener- 
ated in the world is used by the American 
people, who represent only 6 per cent of 
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the world’s population. In 1959, total 
power output by the United States 
amounted to 4,525 kilowatt-hours for 
every man, woman, and child in the coun- 
try. In 1970, per capita output is expected 
to be 7,555 kilowatt-hours, and in 1980, 
the per capita forecast is about 11,800 
kilowatt-hours. 


Types of Generating Capability in the 
Future 


te produce the tremendous quantities 

of electricity in the future, steam 
plants using coal, oil, or gas will continue 
to be the prime means. Hydro plants will 
continue in second place for some years. 
However, there is an interesting change 
in emphasis foreseen over the next twenty 
years. 

In 1959 the electric companies had near- 
ly 112 million kilowatts in conventional 
steam plants and about 12.5 million in 
hydro plants. Nuclear power plants, in 
which the U. S. Atomic Energy Commis- 
sion, electric companies, and manufactur- 
ers are participants, provided 65,000 kilo- 
watts of electric capability. In 1970, it is 
expected that steam will account for about 
225 million kilowatts, hydro for 20 mil- 
lion, and nuclear plants for nearly eight 
million kilowatts. For 1980, a sharp shift 
is forecast. Steam capability should reach 
nearly 417 million kilowatts, but nuclear 
capability is expected to move into second 
place with some 39 million kilowatts. Hy- 
dro should reach about 25 million kilo- 
watts. 

In the next twenty years, then, it is ex- 
pected that steam plants will nearly quad- 
ruple in capability, hydro about double, 
while nuclear plants will increase 600- 
fold. 
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One reason for this is the fact that most 
of the nation’s economically feasible hydro 
sites have been developed. In the future, 
hydro developments will be planned to 
meet special characteristics of the various 
area loads, and it is expected that there 
will be an increased use of pumped storage 
hydro. 


N the nuclear field, however, there are 
many research and development oppor- 
tunities. The electric companies, in co- 
operation with the AEC and equipment 
manufacturers, are vigorously engaged in 
nuclear power projects which will require 
the eventual investment by the electric 
companies of at least $650 million. Their 
aim is to achieve in the late sixties, in the 
high-cost fuel areas of the country, nu- 
clear power competitive with electricity 
from the conventional fuels. 

Should future developments improve 
the competitive position of nuclear power 
sooner than expected, the electric com- 
panies will utilize nuclear capability in 
place of some of the conventional steam 
capability planned for the years ahead. 

Another broad area of promise involves 
direct conversion to electricity of raw 
energy such as heat, chemical and nuclear 
sources, without the use of such expensive 
conventional equipment as turbines and 
generators. 

A group of ten electric utility 
companies and a manufacturing company 
recently announced the success of an ex- 
perimental laboratory device making use 
of the principle of magneto-hydrodynam- 
ics (MHD). This involves the passing of 
an ionized gas through a magnetic field to 
produce electricity. Of course, the MHD 
system may not become practicable and 
competitive with conventional equipment 
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for many years, but it could eventually 
bring great increases in efficiency. 


NE measure of the value of advance in 
engineering and operation has been 
the steady decrease in the price of elec- 
tricity. The price of a kilowatt-hour used 
in the home is less than half what it was 
twenty-five years ago. This is true despite 
the effects of inflation on the cost of mate- 
rials and services. This record has been 
made possible by constant improvement in 
equipment, in all phases of operation, by 
sound government regulation, and by in- 
creased use by customers. 

Today, we are using larger and larger 
generating units, operating at higher steam 
temperatures and pressures. We are using 
higher and higher voltages to transmit and 
distribute electric energy. 

The expansion and interconnection of 
electric systems for better, more econom- 
ical service to customers have been con- 
tinuing over the years. This work has re- 
sulted in our great power pools of today in 
which transmission and generating facili- 
ties of a number of companies are tied to- 
gether. 

Pooling not only provides vast re 
sources of power to meet customer needs 
in different areas, but it helps keep costs 
down and increase service reliability. 


The Year 2000 
HE electric companies will continue to 
work vigorously in new technical 
fields, and they will continue to improve 
and develop concepts of power supply al- 


ready known. And they will constantly 
seek and promote new uses of electricity. 

Looking to the far future, these efforts 
and those of manufacturers and others in 
the industry should result in a total power 
output for the United States in a range of 
6 trillion to 10 trillion kilowatt-hours in 
the year 2000, depending on the rate of 
growth of the national economy and the 
rate at which new energy uses are intro- 


duced. 


| seememierene for a period four decades 
distant have to be viewed as rather in- 
distinct outlines. The passage of time and 
events will bring these possibilities into 
clearer focus, and the investor-owned elec- 
tric companies will constantly assess their 
shapes and dimensions. Plans and building 
activities reflect the changing future to as- 
sure that Americans will continue to have 
ample electric power—to help them on 
their jobs, to provide better living at home, 
and to aid in the preservation of a civiliza- 
tion based on the principles of individual 
freedom. 
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Do Low Electric Rates 


Increase 


Net Earnings? 


By C. S. REED* 


Vice President and Rate Consultant, 
Duke Power Company 
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Using the TVA rates as a case study, this analysis raises an interest- 

ing question about whether low rates invariably increase earnings 

in the electric utility business, or whether there is a limit and whether 

discrimination would result. The author draws some conclusions which 

should interest all those concerned with the economics of electric 
utility rate making. 


N a booklet sent out recently by TVA, 
entitled “1959 Facts about TVA Op- 
erations,” the following statements are 

made: 


It was not intended, as is sometimes 
assumed, that TVA rates would be- 
come precise measurements of the rates 
which other systems should charge. 


* * *k x 


Electric rates in the valley region are 
based on the principle that low prices 
produce greater sales which lead to econ- 
omies in production, transmission, and 
distribution, and hence to lower costs 
per unit. This principle is well known 


*For additional personal note, see “Pages with 
the Editors.” 
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in American industry, but has been ap- 
plied meagerly by the electric utilities. 


The first of these statements raises a 
question. When TVA was getting under 
way under the guidance of former TVA 
Chairman David Lilienthal, he repeat- 
edly stated that “Congress has provided 
for the production of electricity to pro- 
vide a yardstick by which to measure the 
fairness of the rates of private utilities.” 
He added that “all of the costs of private 
utilities were considered” in designing the 
rates. 


What Are the Facts? 


O' course, the rates are used as a yard- 
stick, especially under the “competi- 
tion by comparison” described in the TVA 
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booklet. The fairness of this yardstick will 
not be discussed here, but let us examine 
the second paragraph, that low rates pro- 
duce greater sales which lead to more effi- 
cient operation. 

Let us examine the records of the 
TVA distributors as published annually 
by TVA and see if these prove or dis- 
prove the statement, and whether the TVA 
has shown the private utilities how to 
make money by cutting rates. Every fig- 
ure in the accompanying tables has been 
taken from the published reports of the 
TVA distributors sent to the writer by 
the TVA Accounting Department. 


Nines first table, this page, gives the 
records of the combined TVA dis- 
tributing system, including all of the mu- 
nicipalities and co-operatives. Since Mem- 
phis has recently left the TVA family, 
we have eliminated the Memphis figures 


e 


for the years 1947, 1949, 1958, and 1959. 

In Table I we have also shown the per 
cent growth of investment and net earn- 
ings from 1947 to 1959 and from 1949 to 
1959. The investment figures shown are 
for the original cost less depreciation aft- 
er deducting acquisition adjustments. 
When TVA turned the properties over to 
the distributors, the records were set up 
on an original cost less depreciation basis 
with acquisition adjustments equal to the 
excess of the purchase prices over what 
TVA thought the properties were worth. 
As to whether these estimates were cor- 
rect we shall have some further comments 
later on. 


HE table shows net earnings of the 
system have made a_ substantial 
growth, but nothing like the growth re- 
quired in investment by the municipalities, 


so that the per cent return has been cut in 


DISTRIBUTORS OF TVA POWER 
TABLE I 
SYSTEM GROWTH 


Millions of Dollars 
Investment 

Net 
111 

92* 
144 
195 

172* 


235 
269 
298 
327 


354 
380 
410 
443 


562 
408* 
433* 


ais 370%* 
1949-59... 171%* 152%* 


* Excluding Memphis. 


Net Per Cent Thousands 


Earnings Return Of Customers 


13.65 
11.00* 
16.08 
18.21 
15.20* 


19.19 
20.34 
21.58 
23.17 


1,498 
1,324* 
1,369* 


115%* 
56%* 


DA DANN RISEN 
WAM ARRAS 


* * 
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half since 1947, ending with 6.2 per cent 
in 1959. In considering this figure it must 
be remembered that this is before any 
deduction for interest on bonds or for the 
income taxes which would have been re- 
quired of a private utility operating in 
these municipalities. A private utility 
earning only 6.2 per cent before interest 
or income taxes would not last long. 

However, it might be claimed that the 
lower rate of return in recent years is due 
to a lot of rate reductions made by the 
municipalities, with subsequent promise of 
greater net earnings, in line with the theory 
that reduction in rates increases the net 
earnings, so let us break the system down 
into some of its components. 


a II, this page, shows the rates of 


return for the system, as taken from 
Table I, together with similar figures for 
the three major divisions into which the 
TVA auditors separate the municipalities, 
to wit: 
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Memphis, Chattanooga, Knoxville, 
and Nashville 

Other municipalities 

The REA’s 


None of the four large municipalities 
changed its residential schedule from the 
basic B-1 rate but each is today operating 
on the same residential schedule on which 
it commenced when taken over by the 
TVA. With no rate changes the record 
of these four large municipalities shows 
a declining rate of return. 

The other municipalities show an even 
greater decline but here there may be the 
possibilities of the effect of recent rate 
cuts, requiring further study, as shown in 
later tables. 

The co-operatives show a better record 
in that the rate of return has improved 
in the last ten years, but it is not a pic- 
ture which would encourage any private 
investment in these systems, with net 
earnings before interest and income taxes 


DISTRIBUTORS OF TVA POWER 
TABLE II 


PER CENT RETURN ON NET INVESTMENT 
BY GROUPS 


System 


*Less Memphis steam plant. 
+ Less Memphis investment and earnings. 
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Munic. 


1 
1 
1 
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Other 
Munic. 
19.0% 
16.2 
14.3 
13.6 


4.2% 
4.5 
3.1 
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of only 3.8 per cent on the original cost 
less depreciation. However, in fairness to 
the co-ops it should be pointed out that 
this return would be substantially higher 
(5.7 per cent for 1959) if TVA did not 
require the co-ops to include a substan- 
tial amount of income as “Contributions 
to Capital” instead of as “Earnings.” 


Some Revealing Statistics 


i ieee III, this page, shows a compari- 
son of the rate of return on the four 
large municipal systems, none of which 
has decreased its residential rates. Chat- 
tanooga seems to have maintained its rate 
of return, while the others have declined 
to about one-third their 1947 figures. 
This may be because their properties 
were undervalued when taken over. Or 
it may be due to the fact that S. R. Fin- 
ley, who is an excellent utility operator 
and who has been managing the Chat- 
tanooga system these many years, has 


e 


been able to do a better job than the op- 
erators in the other cities. 

The startling figure in this table is that 
while Memphis has exactly the same 
residential rate as each of the other three 
cities, the annual kilowatt-hours per cus- 
tomer are about one-third of those in the 
other three towns. This definitely shows 
that low electric rates, by themselves, do 
not result in high kilowatt-hour sales per 
customer. The answer, so we understood 
from the late Major Allen who operated 
the Memphis system, was that Memphis 
owned a gas system as well as an electric 
and did not encourage electric heating, 
even though the electric rate was the same 
as elsewhere in the TVA area with a four- 
mill block for 1,000 kilowatt-hours. 


. iw IV, page 802, gives a compari- 
son of four groups of municipalities 
comprising 58 of the distributors of TVA 


DISTRIBUTORS OF TVA POWER 
TABLE III 
FOUR LARGEST MUNICIPALITIES 


Per Cent Return on Net Investment 


Nashville Memphis 
13.9% 
14.6 


12.9 


Knoxville 
18.5% 
15.8 
13.3 


1 
1 


Chattanooga 
8.5% 
11.6 
12.4 


Un 


Dinwo 
No 
— NI 


— a! 
me Oo DD 
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Bee) Ore WO ahmnwN 
MINGON 909000:0 


D909 G:0=1 
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Dee 
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— 
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Residential Sales Per Customer 
3,960 
10,740 


4,250 
11,010 


1,670 
3,530* 
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TVA DISTRIBUTORS 
TABLE IV 


Comparison of Rate of Return 
24 Municipalities on Basic Rate B-1 
10 Municipalities on R hag ada 
12 Municipalities on R-1 “ 
And 12 Municipalities Cutting Rates between 1950 and 1955 
R-1 B-1 to R & R-1 
14.6% 26.4% 
15.5 23.7 


unital 

wv 

x 
Roos HNG SoS 
CNHNN AND Neo A 


5. 
0 
rf 
7. 
rE 
7 
ae 
6. 
vs 
7. 
6. 
6. 
7: 


SOLWwW Wino Maw Ob 


Residential Kilowatt-hours Per Customer 


8s 


) ’ 


8,000 9,000 


Residential Revenue Per Customer 
2.00 $41.00 


80.00 78.00 
Average Number of Customers 


4,300 6,000 
a7 


power. The remaining municipalities were through increased sales per the TVA 
not included because they are either re- theory. 

cent acquisitions or have made recent The first group of 24 municipalities 
changes in their rates and have not had has remained on the basic B-1 residential 
time to bring their net earnings up rate since first taking TVA power. 


of 
33 


ae 
3s 
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The next group comprises 10 munici- 
palities which changed to Rate R more 
than ten years ago, this Rate R being 
about 10 per cent cheaper than the basic 
rate. 

The third group comprises 12 munici- 
palities which have been on Schedule R-1 
for more than ten years, R-1 being about 
20 per cent cheaper than the basic sched- 
ule. 

The last group comprises 11 municipal- 
ities which changed from the basic rate 
to Schedule R about midway in the ten- 
year period and one municipality which 
changed from the basic rate to R-1. Thus 
in this group we have from four to nine 
years of operation under the new rates 
which should have been time enough to 
show the results which it is claimed are 
brought about by reducing rates. The pic- 
ture does not show this but instead shows 
that the municipal groups on the lower 
rates are earning a lower per cent return 


e 


than the group which has not done any 
rate cutting. 

The lower per cent net earned by the 
R group may be due to some extent to 
the fact that these are smaller communi- 
ties with only 4,300 customers, as shown 
in the table. 


What the Figures Really Mean 


la will be noted that, as predicted, the 

lower rate groups have much higher 
sales per customer but it will also be noted 
that this did not result in more revenue 
per customer, thus the municipalities have 
been in the position of supplying a lot 
more kilowatt-hours for less gross revenue 
which will mean less net revenue, regard- 
less of efficiency. 

Table V, this page, shows statistical 
data for the groups in Table IV on per 
unit bases. 

As predicted, the lower rates have re- 


TVA DISTRIBUTORS 
TABLE V 
STATISTICAL DATA BY GROUPS 
1949-59 


Per Kwh. Sold 
Revenue 1949 
1959 
Oper. Exp. 1949 
1959 
Net Earn. 


Per Customer 
Investment 1949 
1959 
Oper. Exp. 1949 
1959 


True Load Factor: 
Based on Maximum Demand 
1953 


47% 


Load Factor Used by TVA im Billing: 
Based on Average Demand 
1953 


a 
De | 
Le 
S> 


PNW 
BaNoe 


$160.00 
360.00 
13.40 
19.40 


ea 
$5 
Nos S Nee COO DW 


49% 
43 


58% 
59 
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sulted in much lower operating expenses 
per kilowatt-hour. The operating expenses 
used were those reported by the TVA, ex- 
clusive of purchased power, taxes, and 
depreciation. 

However, what was not predicted, but 
is shown, is that the net earnings per 
kilowatt-hour have decreased substantial- 
ly and, as shown on the previous table, 
the kilowatt-hours have not increased 
enough to offset the decrease in net earn- 
ings per kilowatt-hour. 

The table also shows the tremendous 
increase in investment per customer that 
has been necessary to supply the added 
kilowatt-hours and the necessary addition- 
al expense per customer required for op- 
eration. This is in spite of the fact that 
many new customers have been added 
which should have compensated for the 
increase in expense due to inflation, 


& 


rN the bottom of Table V are shown 
the load factors of the various 
groups. The data for this were obtained 
from the report of the TVA to the Fed- 
eral Power Commission for the years 753 
and ’59 which are the only ones we had 
at hand. These reports show the maxi- 
mum kilowatt demand for each of the mu- 
nicipalities for the year, as well as the av- 
erage monthly demand. For any utility 
generating its own requirements, the max- 
imum demand for the year is the control- 
ling demand, for the utility must supply 
sufficient generating, transmission, and 
distribution capacity to take care of this 
demand as well as having some reserve. 
Dividing the demands into the total kilo- 
watt-hours purchased gives the load fac- 
tors. 
For example, for the B-1 group the 
1953 load factor was 47 per cent and by 


TABLE VI 


EFFECT OF INCREASING PURCHASE PRICE THAT TVA CHARGES 
THE DISTRIBUTORS OF ITS POWER 
BASED ON 1959 TVA REPORT 


Total 
Municipalities 


Number with Net Earnings 
Wiped Out with Increase of 
1.5 Mills 2 Mills 2.5 Mills 
21 27 27 
19 37 41 
7 13 20 
77 88 
26 43 49 


73 120 "137 


47 


Percentages 


78% 100% 
46 90 
23 42 


51 84 
49% 80% 


96 
91% 
Average Increases in Cost Per Kilowatt-hour to Wipe Out All 1959 
Net Earnings 
3 Largest Municipalities 

Other Municipalities 

All Co-operatives* 


1.45 Mills 
1.65 


1.45 
1.53 Mills 


*All but four of the co-operatives are on B-1 and 38 of them also collected a surcharge, not 


reported as revenue, on the first 100 kilowatt-hours. 
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1959 it had been reduced to 41 per cent. 
Similarly, all the other groups show de- 
creases. 

It will be seen from this that if a util- 
ity sells to a distributing system and the 
load factor decreases, it should base its 
rates on the annual load factors and re- 
ceive more money. However, the rates on 
which the TVA sells to the municipalities 
are based on the monthly load factors, 
as given at the bottom of the table, and 
as a result the average purchase price of 
power to the municipalities has not in- 
creased but in fact shows slight decreases 
for many municipalities. 

Thus, while the municipalities have 
been demanding more and more peak 
power from the TVA, they have not been 
paying for it, which has helped them keep 
down their rates and show earnings. 


a of years ago a congressional 

committee investigating the TVA 
brought forth the conclusions that in spite 
of all its advantages of cheap hydro, allo- 
cation of cost to nonpower operations, 
and failure to pay interest or income 
taxes, the TV A’s wholesale rates were not 
more than one or two mills per kilowatt- 
hour lower than the rates at which private 
utilities were able to sell their whole- 
sale power. 

One or two mills seems very small, 
but when such an increase is applied 
to the purchase cost of the energy 
bought by the distributors of TVA pow- 
er, it will have the effect shown in Table 
VI, page 804. 

Here again we have an illustration of 
the failure of low rates to bring increased 
net earnings, since an increase in the pur- 
chase price wipes out the net earnings 


of the low rate municipalities (R-1) much 
sooner than the next lowest Rate R, and 
the basic rate municipalities B-1. For 
instance, an increase in cost of 1.5 mills 
per kilowatt-hour would wipe out all the 
net earnings (before interest deductions) 
of 21 of the 27 municipalities on R-1 but 
only 19 of the 41 on R and only seven of 
the 31 on the basic Rate B-1. 

Thus, it is obvious that the so-called 
success of the municipal distributors de- 
pends to a very great extent on the sub- 
sidized price at which energy is sold to 
them by the TVA. 

If the municipalities supplied by TVA 
were asked to pay the average rate of 6.5 
mills charged by the South Carolina 
(Santee Cooper) Public Service Author- 
ity, more than 110 of the 150 distributors 
would be using red figures for net earn- 
ings, substantial losses instead of profits. 


Sdn VII, page 806, lists the four 

large municipalities together with the 
24 included in group B-1, all of which are 
still on the basic rates. TVA advertises 
that more than half of the distributors 
have cut their rates. But almost 70 per 
cent of TVA’s customers are still on the 
basic rates because the larger municipali- 
ties have not done any cutting. 

From this table it will be noted that 
the rate of return apparently does not de- 
pend on the kilowatt-hour sales per cus- 
tomer. There seems to be no relation be- 
tween sales per customer and net earn- 
ings. Net earnings appear to depend 
more on the size of the cities, the eff- 
ciency of operation, and the amount of 
industrial business compared to total rev- 
enue. 

Similar data for the ten municipalities 
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TABLE VII 
MUNICIPALITIES ON B-1 
1949 TO 1959 
1959 DATA 
Total Res. Kwh. % Return 
Number of Per On Net 
City ; Customers Customer Investment 
eens SM 65s boss sawsscu se oon 174,300* - 
Nashville, Tenn, 
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Lawrencebuty, Tei. ...66.s.00000% 
Lexington, Tenn, 
Bessemer, Ala. 
RVREEGHEE: SOMME, oc 500505 00606600 ve 
PIEME  RORUD. - cc csccs ween sdexe s 
Pt SUE CSS sclsees eee sees 
Athens, Tenn, 
OCKWVODE, GOTED 5 oosictsccseccesces 
Bolivar, Tenn. 
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on R and the 12 on R-1 are shown on data for individual municipalities, sam- 
Table VIII, page 807, and for the 12 mu- ples of the various groups. 

nicipalities cutting rates between 1950 

and 1955 on Table IX, page 808. f en X, page 808, gives the data for 


On Tables X to XVI we have shown Knoxville and it tells about the same 
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story as the group tables. The number of 
customers has increased 80 per cent in the 
last fifteen years. The gross investment 
has increased 520 per cent. The sales have 
increased 370 per cent but the net earn- 
ings have increased only 130 per cent. 
Thus, the return before interest has 
dropped from 174 per cent down to 6.7 
per cent. Part of this is probably due to 
the distribution system being undervalued 
when it was turned over by the TVA to 
the city of Knoxville. When Knoxville 
had to spend its own money, its rate of 
return went down fast. 


H™ is shown a demonstration of the 

drop in average price per kilowatt- 
hour as sales increased, 15 per cent in the 
case of Knoxville. Also, the increased ef- 


3 


ficiency shows up in the drop of 10 per 
cent in operating expenses per kilowatt- 
hour. But the failure of the low rates 
to live up to their promise shows up in 
the drop of 51 per cent in the net earn- 
ings per kilowatt-hour. 

Note also that the increases in residen- 
tial sales per customer of 400 per cent, 
and added customers of 80 per cent, have 
brought about an increase in investment 
per customer of more than 200 per cent, 
an increase of 130 per cent in the operat- 
ing expenses per customer, and an in- 
crease in the total expenses per customer 
of 150 per cent. 

The table also shows the small amount 
of increase that would be required in the 
purchase price of electricity to wipe out 
all the net earnings of the municipality, 


TABLE VIII 


MUNICIPALITIES ON R 
1949 TO 1959 


1959 DATA 
Total 


Number of 
Customers 


City 

Athens, Ala. 

PRONE PENN. csie:a'e view ss de oicvewteaieieere 
AROMA SR CURR wa.o's:c:0.0 4:6 0e is wearers 
ASIN NO 5 acl ave ois 0'd:8-4, 8 wie eae 
TE PORN Gi 5 0 ni: 550650 ee sre sineis 
RN PORE ns. 0 Seine Ocal oS. 65-06 aee oe 
oo eos) er rer 
Mt. Pleasant, PEGG: ois csccsesdasions 
PSROWISVING: LODE: écssceew viewers ears 
Water Valley, MISS. 6.4 icccsissesee 


Res. Kwh. 
Per 
Customer 

7,980 
6,370 
11,740 
9,580 
9,360 
4,190 
11,770 
8,150 


% Return 
On Net 
Investment 


MUNICIPALITIES ON R-1 
1949 TO 1959 


1959 DATA 
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TVA DISTRIBUTORS 
TABLE IX 
MUNICIPALITIES CUTTING RATES BETWEEN 1950 AND 1955 
1959 DATA 


Number of 
Customers 


Huntsville, Ala. 

Lenoir City, Tenn. ........... 
Murfreesboro (R-1), Tenn, ... 
McMinnville, Tenn. ........... 


6/30/54 
11/ 1/50 
7/10/51 
7/15/51 
1/ 1/51 Harriman, Tenn. 
DEUS: Giccasubascauseas 
SHCIDYVINE, TEND, .65.0<:0000 40% 
CAS/ol “DAUIAY; TY, 6 veceseisescwceese 
1951 
1952 
1950 
1950 


Loudon, Tenn. 

ithe. (7 | | ae 
[OES LS <r 
PO ENG. Sos osx k ose sewers 


only 1} mills per kilowatt-hour in 1959 
compared to double that amount back in 
1944. If Knoxville were buying power 
from the public power system of the 
South Carolina Public Service Authority 
at its average selling price of 6.5 mills, 
Knoxville would show a deficit of $1.40 


% Return on 
Net Investment 
8.4% 
8.2 
12.0 
7.6 


6.0 
ES | 
ig Bal 
11.9 


Res. Kwh. 
Per Customer 
7,890 
9,390 
11,740 

6,620 9,550 


6,240 8,350 
4,530 7,480 
4,400 10,270 
3,350 11,790 


3,120 6. 
2,610 8. 
2,310 13. 
7. 
8. 


32,020 
7,770 
7,390 


2,050 


7 


million instead of earnings of $2.27 mil- 
lion in 1959. 


HEN TVA took over the Bristol 
system, its auditors determined that 
the original cost less depreciation of the 
Bristol plant was $700,000 less than the 


e 


TABLE X 
KNOXVILLE 
RESIDENTIAL SERVICE SINCE 1938 ON B-1 


Manner OF (stomers sco. ....s.0.0... 
Gross Investment—Millions 

Net Investment—Millions 

Kwh. Sales in Millions 


Gross Earnings—Millions ............... 
Net Earnings—Millions 
Per Cent on Net Investment ............ 


Per Kwh. Sold—Mills 

OSS, EES eee ee ee 
Oneratine Expense® ... 6 ..005.6 602050084 
Total Expense 

Net Earnings 


Per Customer—Dollars 

CS OO. Se a 
Operating Expense* 

Total Expense 

Kwh. Sales—( Residential) 


Increased Purchase Cost in Mills Per Kwh. 
to Wipe Out Net Earnings 


1949 1954 


56,500 
$14.33 
11.60 
509 


$ 5.62 
155 


13.3% 


1944 
42,500 
$ 7.15 

5.61 


68,900 
$27.37 
21.74 
935 


$ 9.24 
1.81 
83% 


$571.00 
$31.00 
$138.00 
10,740 


ie 


*Excluding purchased power, taxes, and depreciation. 


JUNE 9, 1960 808 





DO LOW ELECTRIC RATES INCREASE NET EARNINGS? 


amount paid for it. This $700,000 was 
therefore set up as an acquisition adjust- 
ment, to be written off year by year out 
oi the net earnings after paying operat- 
ing expenses, etc. This $700,000 was not 
included in the figures of Table XI below. 

By 1947 about $82,000 of this amount 
had been written off, so that the net plant, 
including this item, was $618,000 more 
than shown, or a total of $1,308,000, and 
the per cent earned on this amount was 
12.5 per cent. The return in 1959 would 
depend on the extent to which the prop- 
erty had depreciated. The books of the 
municipality show that on June 30, 1959, 
a remainder of $123,000 still remained to 
be amortized. If this is included in net 
plant, the return for 1959 would have 
been 12.3 per cent. 

Someone might call attention to the 
high rate of return, 12.7 per cent, which 


might look good even to a private utility 


e 


operator, for it would net better than 6 
per cent even after income taxes were 
deducted. There are several reasons for 
this: 


1. Bristol was taken over by the 
TVA in 1945, so there is still consid- 
erable of the old property in operation, 
even though the TVA auditors have 
erased its cost from the books. Similar 
high rates of return show up for other 
properties bought at the same time. 


Note the 5 per cent drop in five 
years. This means that on the addi- 
tional $2 million of investment in these 
last five years, the added net earnings 
have been only $60,000, or 3 per cent. 


2. The subsidized price of purchased 
power. An increase of two mills per 
kilowatt-hour in the cost of power 
would reduce the per cent earned to 
less than 2 per cent. 


TABLE XI 
BRISTOL, TENNESSEE 
TVA SERVICE STARTED JUNE 30, 1945 
ALL RESIDENTIAL SERVICE ON B-1 


Number of Customers 

Gross Investment—Thousands 
Net Investment—Thousands 
Kwh. Sales in Millions 


Gross Earnings—Thousands ............. 
Net Earnings—Thousands 
Per Cent Return 


Per Kwh. Sold—Mills 
Gross Earnings 
Operating Expense* 
Total Expense 

Net Earnings 


Per Customer—Dollars 
Gross Investment 
Operating Expense* 
Total Expense 

Kwh. Sales (Residential) 


Increased Purchase Cost in Mills Per Kwh. 
to Wipe out Net Earnings 


1954 
11,700 
$2,869 
2,202 
115.4 


$1,285 
411 
17.9% 


1949 
8,990 
$1,464 
1119 
46.4 


$652 
274 
24.6% 


10,390 


23 


*Excluding purchased power, taxes, and depreciation. 
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TABLE XII 


ATHENS, ALABAMA 
JUNE 1, 1934 
URBAN CUSTOMERS ON R SINCE 1946 
RURAL CUSTOMERS ON B-1 


1944 1949 


Number of Customers 3,250 6,340 
Gross Investment—Thousands $533 $1,591 
Net Investment—Thousands 403 1357 
Kwh. Sales in Millions 9.1 23.0 


Gross Earnings—Thousands $326 
Net Earnings—Thousands 
Per Cent Return 


Per Kwh. Sold—Mills 
Gross Earnings 
Operating Expense* 
Total Expense** 

Net Earnings 


et 
unNebo 


Per Customer—Dollars 

Gross Investment 

Operating Expense* 

Total Expense** 

Kwh. Sales (Residential) .- 

Increased Purchase Cost in Mills Per Kwh. 
to Wipe Out Net Earnings 


eek 
2838 


29 
> 


*Excluding purchased power, taxes, and depreciation. 
**Including purchased power, taxes, and depreciation. 


e 


TABLE XIII 
DECATUR, ALABAMA 
CHANGED FROM B-1 TO R-1 JULY, 1944 
1944 1949 1954 


Number of Customers 8,270 
Gross Investment—Thousands 2,414 
Net Investment—Thousands 1,917 
Kwh. Sales—Millions 160 


Gross Earnings—Thousands $1,219 
Net Earnings—Thousand 3 207 
Per Cent Return a | i 10.8% 


Per Kwh. Sold—Mills 
Gross Earnings 
Operating Expense* 
Net Earnings 


Per Customer—Dollars 
Gross Investment 
Operating Ex 

Kwh, Sales (Residential) 


Increased Purchase Cost in Mills Per Kwh. 
to Wipe Out Net Earnings 


Rate of Return 
Last Year on B-1—1944 
First Year on R-1—1945 
*Excluding purchased power, taxes, and depreciation 
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Stage XII, page 810, shows the results 

in Athens, Alabama, which changed 
partly to the lower Rate R in 1946. As 
shown, its earnings situation did not im- 
prove. 

The average price per kilowatt-hour 
sold dropped from 16.6 mills in 1944 to 
14.2 mills in 1949, partly on account of 
the rate cut and partly because of in- 
creased sales. This last element continued 
to bring down the average price until it 
reached 11.2 mills in 1959. 

Note that net earnings per kilowatt- 
hour dropped from 3.7 mills to 1.5 mills 
during the 15-year period. 

Table XIII, page 810, shows the results 
in Decatur, a member of the third group, 
which changed its rates in 1944 to R-1. 

The 1944 books do not show any ac- 
quisition adjustment for this city, but 


& 


an amount of $131,000 shows up in 1949. 

Here we have very large increases in 
investment (almost 600 per cent) and 
sales (almost 500 per cent), but only an 
increase of 67 per cent in net earnings, so 
that the return drops from 37 per cent 
to 9 per cent. 

Table XIV, this page, shows the simi- 
lar results for the city of Huntsville, 
which changed from the basic Rate B-1 to 
Rate R in June, 1955, and is therefore in- 
cluded in the fourth group in Table V. 
It will be noted that Huntsville took a 
drop in per cent earned from 16.8 per 
cent in 1955 to 12.7 per cent in 1956 as 
the result of the rate reduction, but it 
also shows that instead of recouping this 
return as predicted by TVA, the return 
has continued to go down until it was only 
8.4 per cent for 1959. 


TABLE XIV 


HUNTSVILLE, ALABAMA 
CHANGED FROM B-1 TO R JUNE, 1955 


Number of Customers 

Gross Investment—Thousands 
Net Investment—Thousands 
Kwh. Sales in Millions 


Gross Earnings—Thousands 
Net Earnings—Thousands 
Per Cent Return 


Per Kwh. Sold—Mills 
Gross Earnings 
Operating Expense* 
Net Earnings 


Per Customer—Dollars 
Gross Investment 
Operating Expense* 
Kwh. Sales (Residential) 


Increased Purchase Cost in Mills Per Kwh. 
to Wipe Out Net Earnings 


Rate of Return 
Last Year on B-1—1955 
First Year on R—1956 


1954 
22,330 
5,403 
4,003 
199 
$2,160 
727 
18.2% 


1959 
32,020 
12,795 
10,279 

403 


1949 
15,480 
2,847 
1,951 
121 


$1,344 
494 
25.3% 


$3,775 
862 


8.4% 


10.9 
1.42 
3.7 


$184.00 
$10.20 
3,050 


$242.00 
$12.80 
4,660 


3.8 3.3 


*Excluding purchased power, taxes, and depreciation. 
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{ Secang XV below gives the case of 
Jackson, Tennessee, which was not 
included in any of the other groups be- 
cause it made two rate reductions, one 
in 1947 and the other in 1956, Each time, 
the rate of return took an immediate drop 
which was not recouped. 
Jackson’s figures deserve a little 
scrutiny. It is observed that 
1. The number of customers almost 
doubled in the 15-year period. 
2. The investment went from $1 
million to almost $5 million. 
3. Sales increased to six times the 
1944 figure. 


4. Net earnings went from $197,000 
to only $217,000, a 10 per cent in- 
crease. Out of this the city gets its 
bond interest and its profit. 


Table XVI, page 813, shows the result 
in Tupelo, Mississippi, the original TVA 
town where Chairman Lilienthal prom- 
ised that the new, low power rates would 
mean much to the city, and especially to 
the textile mill which was located there. 
It was predicted that the town and sur- 
rounding area would prosper on account 
of TVA rates. 

Tupelo no longer has a textile mill and 
Lee county, in which it is located, shows 


TABLE XV 


JACKSON, TENNESSEE 
OPERATED ON BASIC RATE B-1 UNTIL JULY 1, 1947 
OPERATED ON R—JULY, 1947, TO APRIL, 1956 
OPERATED ON R-1—APRIL, 1956, TO DATE 


Number of Customers 

Gross Investment—Thousands 
Net Investment—Thousands 
Kwh. Sales—Millions 


Gross Earnings—Thousands 
Net Earnings—Thousands 
Per Cent Return 


Per Kwh. Sold—Mills 
Revenue 

Operating Expense* 
Net Earnings 


Per Customer—Dollars 
Gross Investment 
Operating Expense* 
Kwh. Sales (Residential) 


Increased Purchase Cost in Mills Per Kwh. 
to Wipe Out Net Earnings 


3 
30.6% 18.2% 11.9% 6.3% 


15-year 

1949 1954 Growth 
12,760 88% 
$3,098 370% 
2,400 430% 

113.6 : 500% 


$ 774 $1,172 240% 

230 284 10% 
3 years 8years 3 years 
on R on R 


1 10. 
1. 
Z. 


0. 
a 
3. 


$156.00 $243.00 
12.80 13.80 
2,340 3,550 


2.9 2.4 


Rate of Return 
Last Year on B-1—1947 27.8% 
First Year on R—1948 18.4 


Last Year on R—1956 10.9 
6.6 


6.3 


*Not including purchased power, taxes, and depreciation. 
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a loss of population from 1940 to date. 


O' significance is the fact that residen- 
tial sales per customer in Tupelo, in 
spite of the lowest rate having been in 
effect longer than in any other city, 
amounted only to 6,550 kilowatt-hours 
per customer in 1959, about one-half that 


7 


of some of the other cities. Yet Tupelo 
shows a better rate of return than most 
of the other cities, even the larger ones 
with high sales per customer. 

Credit for the better showing cannot be 
given to the low rates, since the neces- 
sary intervening figure of high sales per 
customer does not appear. 


TABLE XVI 
TUPELO, MISSISSIPPI 
CHANGED TO RATE R PRIOR TO 1944 
CHANGED TO RATE R-1 JULY 1, 1944 


IGDET OF CHSIOMIEES o.6.25 i oss oo-0000 50% 
Gross Investment—Thousands 

Net Investment—Thousands 

Kwh. Sales in Millions 


Gross Earnings—Thousands 
Net Earnings—Thousands ............... 
Per Cent Return 


Per Kwh. Sold—Mills 

GPSS FEATHMINES Sik ooo iii sw sc debe awa eees 
Operating Expense* 

Net Earnings 


Per Customer—Dollars 
Gross Investment 
Operating Expense* 
Kwh, Sales (Residential) 


Increased Purchase Cost in Mills Per Kwh. 
to Wipe out Net Earnings 


2,620 


1944 1949 


3,770 


$606 
424 
22.6 


$246 
60.2 
14.2% 


$293 
176 
11.8 
$155 
47.2 
26.9% 


13.1 


*Exclusive of purchased power, taxes, and depreciation. 
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Conclusions 


i is evident from the foregoing that 

the theory of cutting rates to increase 
sales and decrease operating expenses per 
kilowatt-hour is correct. But that is only 
part of the picture. One must inquire: 
What does the rate cut do to the net 
revenue, the per cent earned on the money 
invested ? 

Were an electric utility to follow the 
TVA theory of using unit costs as a 
gauge of success, it might give away free 
a large block of kilowatt-hours to each 
customer. This will undoubtedly cause 
per customer use to zoom to heights 
hitherto unreached and thereby reduce 
operating costs per kilowatt-hour to the 
nadir of nothingness, resulting in maxi- 
mum “efficiency of operation,” according 
to TVA theory. It may land some op- 
erators in the poorhouse, but think how 
happy the customers and the statisticians 
will be. 

This conclusion may be dismissed by 
some as ridiculous but the distributors of 
power in the Tennessee valley have come 
very close to doing just that thing. They 
buy power at average prices between four 
and five mills per kilowatt-hour and sell 
1,000 kilowatt-hours to each residential 
customer at four mills per kilowatt-hour. 
Rates B-1, R, and R-1 each contain that 
block. Thus, they are selling their own 
services for nothing more or less than 
nothing. 

The TVA “Facts” booklet also calls 
attention to the low rates of the privately 
owned utilities, which are TVA’s nearest 
neighbors. The inference is that they have 
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been taught how to cut rates and make 
money by TVA’s example. As a member 
of the Southeastern Rate Committee in 
1927 and 1928, this writer can prove that 
our private electric companies in the 
Southeast started our rate-cutting pro- 
gram six years before TVA came into 
existence and that in the ten years prior 
to 1934 we made more progress in rate 
making than we have been able to do in 
the twenty-six years since 1934, when the 
government got into the business. More- 
over, the experience of the TVA distrib- 
utors, as covered herein, definitely shows 
that cutting rates, even with subsidized 
power, has not resulted in increased net 
earnings in per cent of the money invest- 
ed, which is the only true gauge of suc- 
cessful operation. 


A previously stated, some of the mu- 

nicipalities were excluded from the 
study so far because of recent rate 
changes. An examination of their records 
shows the saine general trend: 


Net earnings in per cent of invest- 
ment were decreasing before the rate 
cuts were made, took a sharp cut at 
that time, and continued to decrease 
afterward. 


The reader is asked to bear in mind 
that we are not discussing whether any 
municipality had made or is making a 
fair return on its property, but merely the 
question of whether low rates increase 
net earnings. 

Judging by TVA’s own records, the 
answer is definitely “NO.” 
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‘Toward Greater Freedom 





By the Honorable DAVID A. HAMIL* 
Administrator, Rural Electrification Administration 


It is the objective of the Rural Electrification Administration to help every 

REA co-op achieve a sound fiscal and operational strength so that it can 

function as an independent enterprise. Today most REA-financed systems are 

in good shape. Many are both able and willing to invest an appreci- 

able amount of their own funds in extensions and additions to plant. By and 

large, co-ops desire freedom from dependence on Uncle Sam and are will- 
ing to take their chances along with private businesses. 


Nn May 11, 1960, the Rural Electri- 
fication Administration observed 
its twenty-fifth anniversary with 

ceremonies in Washington. We had much 
to celebrate. Since its creation in 1935, 
REA has financed some one thousand 
rural electric systems, most of them co- 
operatives. Today these organizations 
serve slightly more than half of all the 
electrified farms in the United States, 
along with two million other rural estab- 
lishments. 

On the whole, their financial condition 
is strong; their repayment record is ex- 





*For additional personal note, see “Pages with 
the Editors.” 


cellent; the service they provide ranks 
with the very best. 

Besides these material accomplishments, 
we also were proud that REA has moved 
consciously and deliberately in the direc- 
tion of greater freedom of decision and 
action by its borrowers. As co-operatives 
have matured and gained experience, REA 
assistance in a variety of fields has pro- 
gressively diminished. This is of vital im- 
portance to any program which involves 
both our federal government and local or- 
ganizations, for it is one of our convictions 
in America that local people and groups 
should look after their own affairs when 
able to do so, 
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Like many big plans in a big country, 
REA began haltingly. There were pre- 
liminary explorations; there were false 
starts. The agency was formed in the de- 
pression to provide new jobs. Its first 
funds were emergency relief funds; REA 
was given permission to give the money 
away if it would put men to work. 


HE late Morris L. Cooke, REA’s first 

Administrator, felt strongly that 
REA’s primary purpose should be the ex- 
tension of rural lines. During 1935, he 
managed to free the fledgling agency from 
the unemployment relief restrictions which 
had been placed upon it. Before any grants 
were made, he transformed REA into a 
lending agency. 

In the beginning, it had seemed to 
Cooke that electric power companies 
would be the logical ones to apply for REA 
loans and to extend power to rural people. 
After all, the companies had the personnel, 
the equipment, the experience to do the 
job. But response from power companies 
was disappointing. 

Later, Cooke observed that “before De- 
cember (1935) . . . it became apparent 
that the industry was not going to use even 
a substantial portion of the funds avail- 
able for rural electrification, and farm or- 
ganizations of a co-operative character 
forged to the front as the principal bor- 
rowers under the REA program.” 

On May 20, 1936, the Congress made 
it official by passing the Rural Electrifica- 
tion Act. Among other things, the act di- 
rected the REA Administrator to give 
preference in making loans to “states, ter- 
ritories, and subdivisions and agencies 
thereof, municipalities, peoples’ utility dis- 
tricts, and co-operative, nonprofit, or lim- 
ited-dividend associations.” It also re- 
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quired that REA be administered on a 
nonpartisan basis. 


Farmers Spur REA Co-ops 


: is important to remember that the 

emergence of co-operatives as the prin- 
cipal borrowers of REA funds came about 
as a result of demands of farm people. 
Individually, and collectively through their 
farm organizations, they insisted on their 
right to combine and to furnish themselves 
with the electric power they needed so des- 
perately. They worked for this right na- 
tionally, and they worked for it locally, as 
they sought co-operative enabling acts in 
their state legislatures. Rural electrifica- 
tion was born because millions of rural 
people wanted it. 

The co-operative which serves my own 
cattle ranch in Colorado was in no way a 
creation of Uncle Sam. The Highline 
Electric Association, at Holyoke, was 
started by a dozen or so farmers and 
ranchers, friends and neighbors, who lit- 
erally worked night and day to organize 
our co-op, to sign up consumers, to plot 
in where the first lines would go. They 
contributed their time, their energies, and 
frequently their own money, without any 
hope or aim of compensation. Rural elec- 
trification was their dream; it was their 
show. 

Despite the local identity of rural elec- 
tric co-operatives, it was clear that REA 
would have to do more for its borrowers 
than lend them money. Though farmers 
were good businessmen, they were ama- 
teurs in the electric business. Some assist- 
ance was essential to safeguard the 
security of the government loans. For 
their part, the farmers knew they needed 
help, and they asked for it. 
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Help Needed and Help Given 


N a totalitarian nation, or in one domi- 
nated by a powerful bureaucracy, the 

sort of assistance which REA offered in 
those early days would have been contin- 
ued and extended, until the co-ops were 
indeed wards of the government. This did 
not happen to REA and its borrowers, and 
I doubt very much if it could have hap- 
pened in a country with our traditions of 
individual freedom. The farm people who 
founded the co-ops knew the difference 
between assistance and domination. They 
asked for help, but they would not have 
tolerated dictatorship. 

REA’s first policy statement on its rela- 
tionship with its borrowers was signed by 
the Administrator on June 8, 1950. It was 
in effect long before that official action, 
however, and it has since been reaffirmed 
by successive Administrators. It is in ef- 
fect today, and it applies to REA’s ten- 
year-old telephone program as well as to 
the electric program. 

The policy states that REA “shall ren- 
der certain technical advice and assistance 
to its borrowers” to protect the security 
of the government loans. It also states, 
however, that this help “shall progressive- 
ly diminish” as borrowers gain in experi- 
ence and maturity. 


Co-operative Independence Is 
REA Goal 


HE underlying objective of REA, the 

policy points out, is to move as quick- 
ly as possible toward a situation “in which 
every borrower possesses the internal 
strength and soundness to guarantee its 
permanent success as an independent local 
enterprise.” This goal is in keeping with 
the fact that each borrower is an independ- 


ent corporate body, locally owned and 
locally controlled, and operating under the 
laws of the state in which it resides. 


a is meaningless, of course, un- 

less implemented with deeds. When 
the first systems were built, REA insisted 
on approving nearly all construction work 
orders, including most extensions to con- 
nect individual consumers. During the 
forties, the agency eliminated 75 per cent 
of its work order review task by permit- 
ting single-phase extensions up to 5,000 
feet without REA approval. Today, bor- 
rowers may proceed with all member 
extensions and single-phase construction 
without prior REA approval. Also, REA 
engineers once inspected all completed 
work order construction on borrowers’ 
systems. 

Today, a consulting engineer employed 
by the borrower does the inspecting 
and certifies to REA that the construction 
meets acceptable standards. 

There was a time when REA staffers 
audited all accounts of borrowers. In the 
early fifties, the sounder co-ops were re- 
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quired to employ certified public account- 
ants for most audits. 


Paper work has been cut back. Co-ops 
used to make monthly statistical reports 
to REA; today most make them quarterly. 

Processing of additional loans for bor- 
rowers who had proved their financial re- 
sponsibility was speeded with a short-form 
procedure. The agency .10 longer requires 
that co-ops submit minutes of all monthly 
board meetings. 


Two REA Loan Programs 


or as a result of these changes, 

REA today runs two loan programs— 
electric and telephone—with fewer em- 
ployees than it used to take to run the elec- 
tric program alone. In 1949, before the 
telephone program began, it took 1,076 
man-years to operate the rural electrifica- 
tion program. In 1959, it took only 1,018 
man-years to run both programs: 501 
man-years for the electric program, 517 
man-years for the telephone. 


REA has fewer field representatives. It 
is not uncommon for a co-op to go for six 
months or longer today without receiving 
a visit from an REA representative. When 
a field representative does have something 
to discuss with a borrower, he makes an 
appointment. He does not make a call un- 
announced. 

The major task of management train- 
ing and development has been assumed by 
the co-operatives themselves. Through 
their own dues-supported national trade 
association and through statewide associa- 
tions, they have inaugurated their own 
training schools and seminars. 

Taking a broad view of the past twenty- 
five years, REA has attempted to help its 
borrowers when help was needed, and to 
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withdraw that help when each borrower 
was able to help itself. Upholding REA’s 
judgment in eliminating many of its sup- 
porting activities is the splendid repayment 
record of its electric borrowers. On Janu- 
ary 1, 1960, total payments to the govern- 
ment exceeded $1.2 billion. This figure in- 
cludes $397.1 million in interest and more 
than $823.4 million in principal. The bal- 
ance of payments made ahead of schedule 
stood at $154.1 million. Only one electric 
borrower was delinquent in payments. 


REA Co-ops in Good Shape 


- oveanene I belfeve that REA- 

financed systems are ready to take steps 
toward even greater self-reliance and in- 
dependence. We now urge borrowers to 
invest their own general funds—where 
available for the purpose—in extensions 
and additions to plant. At the end of fiscal 
1959, electric systems reported that they 
had already made such investments with 
$225 million of general funds. 

One borrower which already has taken 
long strides toward greater independence 
is the Talquin Electric Co-operative, at 
Quincy, Florida. Its manager, Leon E. 
Weaver, has worked out his own financial 
forecast and plan for the future. He se- 
lected many sources and consultants, of 
which REA was but one. Now Weaver 
operates according to his plan, revising 
it as needed. On the basis of his own esti- 
mates, he has informed REA that he does 
not plan to call on the agency for addi- 
tional loans in the foreseeable future. He 
is confident that he can handle necessary 
system improvements by investing Tal- 
quin’s own general funds in plant. There 
will be more co-ops like Talquin Electric 
in the years to come. 
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Interest Rate Adjustment Needed 


IX addition to investing their own funds 

in plant, I believe that co-ops should 
ask Congress to adjust the present 2 per 
cent interest rate on REA loans to reflect 
the cost of money to the government. This 
cost is presently much greater than 2 per 
cent. 

I also feel that it is not too early for 
REA borrowers to talk about developing 
a mutually owned financing institution, 
modeled along the lines of the Farm Cred- 
it Administration. A bank of their own 
would assure them of a permanent supply 
of capital to meet future needs. These are 
not matters which REA can decide. Both 
the structure of REA and its interest rate 
are determined by the Congress. But some 
day, I feel certain, the changes will come, 
and REA’s borrowers will emerge from 
the experience even stronger and more in- 
dependent. 

There is a price to freedom, of course, 
and co-operatives will have to pay that 
price if they are to stay in business. More 
than one million newcomers have come 
onto rural lines within the last decade; 
last year alone 139,000 new consumers 
were hooked up, and, in the continental 
United States, five out of six of these new 
users were not farmers. It is safe to say 
that a large proportion of them have not 
heard of either the REA loan program or 
the co-operative form of organization. 


Still others believe that rural lines are 
owned by the government. 


Information Program Needed 
Show co-ops face the risk that these new 

consumers will fail to appreciate the 
value of the organizations of which they 
are now member-owners. Last year, two 
co-ops—one in Arizona and one in New 
Jersey—were sold to other power sup- 
pliers, largely because members failed to 
understand what they owned. 

The answer to an uninformed member- 
ship must come from the co-operatives 
themselves. Many have adopted vigorous 
member relations programs. In Manassas, 
Virginia, for example, the Prince William 
Electric Co-operative has filmed a motion 
picture to show new consumers how it 
operates. It has added a round of com- 
munity meetings to the lone annual meet- 
ing which its bylaws require. It sends 
members a newspaper. Its employees seize 
every opportunity to address civic and 
business groups in the area. 

All this public relations is hard work, 
as is keeping up modern management 
methods and making long-range plans, but 
Prince William does not seem to mind. 
Most co-ops guard jealously their free- 
dom of action. They are justifiably proud 
of their increasing lack of dependence on 
Uncle Sam, and they are willing to take 
their chances along with other private 
enterprises. 





“— vanishing respect for private property is intimately related 
to our laxity about the integrity of money. A free society can 
only stand on firm and durable foundations." 
—ALFRED SCHAEFER, 
Chief general manager, Union Bank of Switzerland. 
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How Soon Electric Heating? 


By G. T. KELLOGG* 


The electric industry has done an about-face on electric home heating. While 
still concerned about how some of the problems it presents will be solved, 
it will welcome any system that will do an efficient job for its customers be- 
cause it realizes electric heating will help level its high summer air-condition- 
ing peaks. The heat pump may prove to be the best all-round answer. Should 
some other method be found superior, however, the electric industry will 
promote it. It is estimated that by the end of 1970 more than four million elec- 
tric space-heating customers will be served by electric utilities. 


LECTRIC heating, latest darling of the 
electric utility industry, which has 
blossomed out this year as the sub- 

ject of a full-blown promotional cam- 
paign, has not achieved even its present 
status without a struggle in which its ad- 
versaries were not only competing fuels 
but, particularly in the early years of its 
foothold-gaining, some of the power- 
producing companies themselves. 
*Department of public relations, Air-Conditioning 
and Refrigeration Institute, Washington, D, C. For 


additional personal note, see “Pages with the 
Editors.” 
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Today, however, the utilities all appear 
to be almost foursquare behind it, and 
flanking them are the manufacturers of 
electric heating equipment, the contractors 
who install it, and all other segments of 
the industry. 


ee, for one large manufac- 
turer of electrical heating equipment 
voiced the hopes, if the still not too estab- 
lished convictions, of the industry recently 
when he pointed out that “. . . electric 
heating will undoubtedly form the veri- 
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HOW SOON ELECTRIC HEATING? 


table backbone of utility growth for sev- 
eral decades ahead... .” 

None of us knows what new equipment 
for power use is likely to be developed for 
several decades ahead, but it is unquestion- 
able that the most of the electric industry 
looks upon electric heating of homes, 
apartments, and commercial and industrial 
establishments in the next few years as a 
terrific consumer of its kilowatt-hour out- 
put, although it is not certain what types 
of equipment may become dominant in the 
conversion of electrical energy to space 
heating—nor does it care too much, so 
long as this equipment uses the product 
of its generating plants. 


ig this connection, the vice president of 
the Detroit Edison Company (E. O. 
George) told a meeting of the National 


Warm Air Heating and Air Conditioning 
Association a few months ago, the electri- 
cal industry will support any system of 
heating that represents good satisfaction 
and value to its customers—so long as it 
is electric. The industry, he said, disclaims 
any desire or intention to promote a “sys- 
tem’”—only to promote the use of its 
product—electric current. 

Further along in this article we shall 
consider the various types of equipment 
now commercially available for convert- 
ing electrical energy into heat; for the 
moment, however, it is apropos to consider 
what has brought about this relatively new 
espousal of electric heating, for the same 
factors can and probably will be governing 
in any arrival at the rosy future predicted 
for it. 

There is no question but that the present 
promotional and selling campaign for elec- 
tric heating is but the latest phase in a run- 


ning power play (no pun intended) that 
insinuated itself into the utility field when 
the “mechanical refrigeration” cycle was 
first applied as a means for cooling spaces 
in which people live and work. Paradox- 
ical as it may appear, mechanical cooling 
is the perhaps unintentional sire of the 
electric heating drive as we see it all about 
us today. 


A recently as eight or nine years ago, 
many electric utilities not only did 
not want electric heating business—they 
recommended against it, as most readers 
of Pusiic UTILITIES ForTNIGHTLY will 
remember. Typical of the attitudes of that 
time, and their reconsideration, is that of 
the Virginia Electric & Power Company. 

“After World War II,” said Tom D. 
Fulford, vice president of Vepco, “many 
of the small, speculatively built houses in 
Norfolk, Newport News, and Alexandria 
communities of our service area were 
equipped with so-called radiant heat in the 
form of glass panels as the primary source 
of home heating. Several building con- 
tractors had discovered that installation of 
this form of heating equipment was less 
expensive than the more conventional 
types, and would help keep building costs 
down... .”” 

Because of consumer dissatisfactions 
resulting from this type of heating, and 
because of the fact that the added heating 
load seemed to come at the same time as 
the system peak, Vepco and undoubtedly 
other utilities urged “discouragement” of 
proposals for electric heating, particularly 
in homes. 

However, along came air conditioning 


1“Air Conditioning and Its Electric Require- 
ments,” by G. T. Kellogg, Pustic Utimities Fort- 
NIGHTLY, June 6, 1957, Vol. 59, No. 12, p. 829. 
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—by leaps and bounds, no less—and the 
utilities began to experience summer peak 
loads which exceeded previous winter 
peaks—as a matter of fact, during the past 
couple of years, extremely hot days have 
overtaxed the power supply in some large 
cities to the extent that urgent requests 
have gone out by radio, television, tele- 
phone, and other means of communica- 
tion, seeking a cut down in the load. 


Winter versus Summer Load 


oe this occurred, however, the elec- 

tric power companies became aware 
of their problem—that of using in winter 
the capacity which must be developed to 
carry the summer peak load. Thus was the 
electric heat campaign conceived—if not 
actually born during the past two or three 
years. 

Furthermore, and while this may be a 
secondary factor it is definitely a factor, 
the gas industry, watching the electric 
load increase in summer and at the same 
time watching the electric power industry 
casting about for winter uses for its in- 
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creased output, fostered the development 
of summer air-conditioning equipment 
using gas as a fuel, meanwhile seeking to 
maintain its ascendancy in the winter 
heating business. 

These, then, are the factors behind the 
changed attitude of the electric power in- 
dustry toward space heating, as well as 
the reasons why gas is continuing to de- 
velop its air-conditioning equipment as 
well as its heating units. 

This article, however, concerns prima- 
rily developments in the electric heating 
field; perhaps a roundup of the gas indus- 
try’s activities will be in order later. 

Many opinions concerning the develop- 
ment, requirements, types, rates, and fu- 
ture of electric heating were expressed at 
the first National Electric House Heating 
Symposium in Chicago in March this year 
—itself a spearhead for the new and 
growing interest in electric heating. 
Among these are the declarations that elec- 
tric heating may well cause a “revolution 
in home building,” because of the fact that 
adequate insulation is a must; that it is 
changing (or will change) the face of the 
air-conditioning industry, through devel- 
opment of heat pumps for year-round use; 
that it will provide (as already noted) the 
backbone for future growth of the electric 
power industry. 


High Spots of Electric Heating 


a precludes coverage of all these 
opinions and reports of fact herein, 
but we can look at a few of them and pos- 
sibly experience a “feel of the future” in 
this dynamic field : 
“Tt is apparent,” Norman Strunk, vice 
president of the United States Savings and 
Loan League, was quoted, “that the home 
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building industry is on the verge of some 
major breakthroughs in technology. The 
availability of new materials and equip- 
ment can mean a revolution in home build- 
ing. Take one possible development for 
example—electric heating, which could be- 
come the prevailing and most economical 
method of heating. It may be that, almost 
overnight, houses with gas or oil furnaces 
will be subject to a substantial penalty 
from economic obsolescence. It will mean 
that houses without adequate wiring will 
suffer a distinct decline in value because 
electric heating will require more insula- 
tion and wiring.” 


_ the same line, a number of 
speakers noted the need for addition- 
al insulation, and cited the all-weather 
comfort standard for electrically heated 
and air-conditioned homes. Among these 
was Paul W. Emler of American Electric 
Power Service Corporation, who said: 


Let me put the importance of insula- 
tion and the size of the future market in 
proper perspective by briefly restating 
the case for electric heating and elec- 
tric air conditioning. It is important, I 
think, to recognize that in the past few 
years—five years at most—electric 
heating has been installed in about half 
a million American homes, and is being 
installed today at a far greater rate 
than we anticipated only two or three 
years ago. In the next twenty years I 
think it is reasonable to expect that at 
least one-quarter of all the dwelling 
units in the country will be electrically 
heated. Air conditioning, too, is catch- 
ing on in all parts of the country, not 
just in the South and Southwest. Julian 
Zimmerman, commissioner of the Fed- 


eral Housing Administration, has said: 
“Air-conditioning has become such an 
important part of modern living that, in 
a few years time in many parts of the 
country the home without it will prob- 
ably be considered obsolete.” 


Referring to the comfort standard men- 
tioned above, Mr. Emler pointed out that 
it “has been submitted for acceptance 
to individual manufacturers of heating 
equipment, insulation, glass, and air-con- 
ditioning equipment, to trade associations 
such as National Electrical Manufacturers 
Association, National Association of 
Home Builders, National Mineral Wool 
Association, Air-Conditioning and Re- 
frigeration Institute, National Warm Air 
Heating and Air Conditioning Associa- 
tion, and Edison Electric Institute, as well 
as a number of individual electric utilities. 
Many acceptances have already been re- 
ceived and the standard is being consid- 
ered by other individual companies and 
associations who have not made deci- 
sions.” 


The Cost Hurdle 


8 ieesiienn and engineering people at the 

symposium agreed that one of the 
big obstacles in selling electrical heating 
is operating cost; some of them went into 
detail as to competitive kilowatt-hour 
rates. Because of this, it has been pointed 
out, there is on the part of some utilities, 
still some hesitancy about going “whole 
hog” for electric heating. 

“The peaking characteristics of electric 
space heating . . . are the major uncer- 
tainty,” according to Robert Morse Wood 
of Ebasco Services Incorporated. “And 
the big question is: How will increasing 
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saturation affect the load curve and an- 
nual load factor of the electric system as 
a whole. On the one hand, some predict 
disaster, with a minimum saturation—10 
to 15 per cent—and on the other, some 
foresee that as the electric system grows 
with the addition of other appliance loads 
and increased use of present appliances 
as well as electric heating, the electric heat- 
ing load will loom less large and less fore- 
boding. Revenues per customer will in- 
crease quickly without a corresponding 
increase per customer in costs to serve. 
The character of this combined load of 
the future will be no different from pres- 
ent system loads, they reason, that the best 
course of action is to get on with the job 
and solve the problems as we come to 
them.” 


Problems of Rates 


‘oy the precise question of setting rates, 
Leland Olds of Energy Research 
Associates asserted that “a realistic at- 
tempt to capture the space-heating mar- 
ket will offer all-electric schedules with 
final incremental rates ranging from 1.5 
cents down, rather than up. . . assum- 
ing the most efficient electric heating, there 
are a number of major cities in which the 
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1.5-cent rate would be competitive with- 
out taking into account suburban and ru- 
ral areas. . . . In general, all-electric home 
rate schedules should be offered which 
will encourage future home builders to 
plan for electric heat with the concom- 
mitant building insulation as the most 
economical, as well as the most satisfac- 
tory, provision for family comfort. Per- 
haps the answer will be Cadillac homes at 
Ford prices... . 

“The first step is setting the goal or ob- 
jective. It is, in fact, implicit in my sub- 
ject when expanded to include all electric 
living and farming. Assuming 10,000 
kilowatt-hours per year for consumption 
by the all-electric home other than space 
heating, with about 14,000 kilowatt-hours 
per year for space heating, with about 6,- 
000 kilowatt-hours per year added for 
farm operations, we may set present goals 
at 24,000 kilowatt-hours per average all- 
electric nonfarm home and 30,000 kilo- 
watt-hours for the average farm home. 

“The second step is to determine the 
price or rate schedule necessary to reach 
(these goals). . . . By its terms the all- 
electric schedule would be available to 
homes and farms using electricity for all 
purposes So the space-heating load 
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would be available at the incremental rate 
for all consumption in excess of 500 kilo- 
watt-hours per month. This incremental 
rate, therefore, must be set with an eye to 
the competition of other sources of 
me...” 


i; illustrate his point, Mr. Olds pre 
sented the following table showing 
for 20 cities in the country an approxima- 
tion as to what would be required of the 
electric systems if they ‘‘really wanted to 
get out and compete.”’ The house he used 
as an example in this table is an actual 25,- 
000-cubic-foot house, located in Kenne- 
wick, Washington. It is, he pointed out, 
well-insulated, with a calculated heat loss 
of 31 kilowatts at a design temperature of 
0 degrees Fahrenheit. 


Cost oF Heatinc 25,000-Cusic-Foor House 


With heating season of 5,715 degree-days requir- 
ing 144 million Btu’s heating comparing gas heating 
and electric pump heating needing 15,190 kilowatt- 
hours of electricity. 


City Fuel Cost of Gas Heat Equivalent 
Per MM Btu* Per Season Per Kwh. 


Boston $1.80 $259.20 
Washington 1.65 237.60 
New York 1.60 230.40 
Philadelphia 1.56 224.64 
Seattle 1.58 227.52 
Baltimore 1.55 223.20 
Scranton 1.50 216.00 
Portland, Ore. 1.46 210.24 
Minneapolis 1.18 169.92 
Chicago 1.16 167.04 
Detroit : 145.44 
St. Louis : 145.44 
Atlanta i 132.48 
Cincinnati E 128.16 
Pittsburgh ; 113.76 
Cleveland f 113.76 
Los Angeles ' 112.32 
Houston 0. 102.24 
San Francisco ; 95.04 d 
Kansas City } 93.60 0.62 


*From Gas Facts, 1958, assuming its figure for 
heating efficiency. 


SReBSSSE 


These are but a few of the fields ex- 
plored and opinions expressed at the sym- 
posium in March, but they are eloquent 


proof of the industry’s almost whole- 
hearted desire for electric heating and at 
the same time its hesitancy as to some of 
its aspects and its lack of background in- 
formation for policy and rate making. All 
of these things will have to be worked out 
as the field “shakes down” and produc- 
tion of additional output for electrical 
heating—and its still-growing parent, air 
conditioning—ceases to take on the aspect 
of an unpredictable Frankenstein. 


Benefits Must Be Sold 


HE publication Metal Products Man- 

ufacturing recently did a round-up 
tvpe article on “Electric Heating: What, 
Where, and How.” “Ten years ago,” the 
publication points out, “electricity was 
struggling for recognition as a legitimate 
member of the family of heating fuels. Its 
main adversary was tradition—the idea 
of heating a home with electricity was 
strange to the public, and a strange idea 
is accepted slowly at best. 

“Also, as most manufacturers of elec- 
tric heating equipment are ready to admit, 
the cost of heating with electricity was, 
and in most cases still is, higher than tra- 
ditional heating methods. So the job was 
to acknowledge the cost factor and con- 
centrate on educating the public to the ad- 
vantages of electric heating. “You pay 
more but you get more’ was the theme. 

“Today, electric heating equipment 
manufacturers and electric utility com- 
panies are continuing the campaign on be- 
half of electricity as a heating fuel, and 
they have succeeded to the extent that an 
estimated one million homes in the United 
States are heated electrically. 

“Of course, convincing people that a 
flame is not necessary to produce heat was 
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not the whole problem. Manufacturers 
had to develop new, more versatile equip- 
ment to meet the demands they were cre- 
ati... . 

“Electricity is now a solid ‘junior mem- 
ber’ of the family of heating fuels, and 
further progress appears certain. Its exact 
status in the coming years depends on the 
degree of public acceptance, the improve- 
ment of existing methods, and the innova- 
tion of new electric heating ideas. Prob- 
ably the major consideration in weighing 
the future of electric heat is cost. Intel- 
ligent promotion can stress the functional 
virtues which may make electric heat de- 
sirable to the consumer, but the economics 
of the subject cannot be ignored. The elec- 
tric heat industry’s task will be easier 
when and if the cost gap between elec- 
tricity and fossil fuels is narrowed.” 

(A somewhat anomalous corollary to 
this outlook is the declaration by one of 
the industry’s outstanding utility execu- 
tives, who said, “The public is demand- 
ing” electric heat as a “magic symbol of 
modern living, of convenience, of com- 
fort, safety, and of laborsaving. The heat- 
ing customer,” he said, “thinks of it the 
same way he does of automatic transmis- 
sion, power brakes, or power steering in 
his automobile—none of these things 
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costs less but they all benefit the customer 
—and obviously he has become quite will- 
ing to pay for this value. In the face of 
this growing consumer enthusiasm for 
better living, we foresee a time not too far 
distant when electric heat will be the stand- 
ard against which all older systems are 
measured.” ) 


Various Electric Heat Systems 


S pointed out earlier, there are a num- 

ber of types of equipment available 

for producing space heat from electricity. 

It may be well here to explore these and 

their relationship with the industry’s ex- 

isting load and the history behind this 
load. 

Four basic principles cover the transfer 
of heat: conduction, radiation, convec- 
tion, and forced convection. The actual 
“types” all fit into one or more of these 
categories. Let us take a look at the prin- 
ciples themselves. 

Convection: This transfer is defined as 
a transfer of heat or thermal energy in 
fluids (liquid, gas, or air) when relatively 
warm particles are mixed with cooler ones. 
Using the familiar heated radiator as an 
example, the air around the radiator be- 
comes warm, expands with a resultant de- 
crease of density, and rises to be replaced 
by cold air, setting up a natural circula- 
tion in the room. Any heating surface (in 
electric heaters the resistance coil, the 
grille, a flue-type heated surface, or the 
reflector) becomes a convector. Convected 
heat becomes a convector. Convected heat 
serves to warm cooler objects by coming 
in contact with them. Any surface that has 
been heated by radiation to a temperature 
above surrounding air temperature be- 
comes a convector. 














































Forced convection: This is the same 
basic convection heat transfer, accelerated 
by use of a fan. Since more air is moved 
directly over the source of heat, the heat 
is literally extracted from the heat source. 

Conduction: This is the transfer of 
heat through matter. When heating one 
end of a metal bar, the heat travels pro- 
gressively to the other end by conduction 
transfer. If a hot iron were placed in di- 
rect contact with a cold iron, the transfer 
to the cooler body is by conduction. Con- 
duction transfer occurs in solids, to some 
extent in liquids, and to an almost negli- 
gible degree in air or gases. 

Radiation: Radiant energy travels in 
straight lines until intercepted or absorbed 
by some body or object and converted to 
heat. It behaves in the same manner as 
light. To a degree, it will pass through 
glass without perceptibly heating the glass. 
Air containing water vapor or dust will 
intercept and absorb radiant heat. It is in 
this manner that the atmosphere receives 
part of its heat by radiation from the sun. 


-apeeapiaeng heating systems can be classi- 
fied by the following types: electric 
furnaces, electric boilers, electric duct 
heating, radiant panels, convection heat- 
ers installed in walls with either gravity 
or forced fan circulation, baseboard units, 
unit resistance heaters suspended from 
ceilings or walls, and heat pumps. 
Electric furnaces are used in essentially 
the same way as other furnaces, with the 
exception that the air in the plenum is 
heated by electricity before delivery by 
ducts to the areas to be heated. These 
furnaces, like most fossil-fueled furnaces, 
can, by installation of a cooling coil, be 
converted to serve as a central air condi- 
tioner in summer. Another type of electric 
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furnace stores heat generated during off- 
peak periods when rates may be lower. 

Electric boilers operate on the same 
principle as that employed with other fuels. 

Floor furnaces include those devices 
that recess beneath the floor and discharge 
warm air level with the floor or through 
registers in a wall. 

Electric duct heating consists of resist- 
ance units installed directly in the air dis- 
tribution of a a self-contained or remote 
air conditioner. Use of individual room 
duct heaters located immediately before 
the outlet diffuser in a room and controlled 
in the room by a thermostat permits a 
room-to-room flexibility. 

Radiant panels include all those that 
heat large areas of ceiling, floor, or wall. 
Heating systems using resistance cable 
embedded in plaster ceilings or cement 
floors may also be included in this classi- 
fication. 


HEATERS installed in walls 

with either gravity or forced fan cir- 
culation were originally manufactured as 
wall insert units for bathrooms and iso- 
lated rooms, but now they are available 
in a variety of stvles. In the radiant type 
of convection heater, a ceramic tube is 
employed to support the resistance coil 
and create an additional convecting sur- 
face in the form of a heated “chimney.” 
Objects within the scope of radiation are 
warmed. 

With forced-convection heaters, a 
fan is used to force air over the heating 
element. In a heater of this type, transfer 
is almost entirely by convection. 

Baseboard heating units employ a large 
amount of radiant plus convection trans- 
fer. The heating element of a metal base- 
board unit is mounted horizontally, and 
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is generally of a finned-type construction 
to increase the convection transfer. 

Unit resistance heaters are available 
for use as heaters suspended from walls 
or ceilings. Portable units are also avail- 
able for special purposes. 


H™ PUMPS stand today as_ the 

most widely used and possibly the 
most advanced in development among the 
equipment being used in electric-powered 
central ducted air-conditioned systems. 
The heat pump can be used in a year- 
round system with a predictable demand 
for electric current, and, because it is a 
year-round consumer of kilowatt-hours, 
stands high in the preference of many 
utility officials, despite the disclaimer 
quoted earlier, to the effect that the utili- 
ties were uncommitted as to type—“just 
so it uses electricity.” 

Among the most outspoken heat pump 
proponents in the utility field is James M. 
Foreman of Duke Power Company, who 
contends: “The electric utilities will sink 
or swim with the heat pump. Where they 
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go with the amazing, versatile, proven 
electric heat pump is up to the manufac- 
turer, its sales and service allies.” 

While sale of heat pumps was largely 
confined to the southern states for some 
years, they are gradually moving north- 
ward, particularly industrial applications, 
and some homes are reported using them 
even in the Dakotas and Minnesota area 
of the Northern States Power Company. 
A great deal of development work has 
gone into the heat pump in the past few 
years, with the result that units are being 
built with a greater heating capacity than 
in the past, with auxiliary resistance heat- 
ing cutting in when outside temperatures 
drop below a certain point—as new heat 
pumps are developed and their heating 
efficiency improved, the point at which this 
resistance heat cuts in has been dropping 
lower. Thus the manufacturers are seek- 
ing to meet the challenge of the utility in- 
dustry as voiced by Mr. Foreman. 


A: of now, it is estimated that there are 
no more than about 80,000 heat 
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pumps operating in the country, but a fore- 
cast for 1960 made by the Air Condition- 
ing, Heating & Refrigeration News, 
averaging estimates of manufacturers, 
sees sales of some 40,000 (both residential 
and commercial) in 1960, and beyond that 
the estimates vary widely—the only una- 
nimity being that there will be larger in- 
creases each year for some time to come. 
On the other hand, estimates of non- 
heat-pump electric-heat installations range 
from 600,000 to 750,000 as of the end of 
1959, and forecasts are heard that 1960 
will “produce a minimum” of 100,000 
new electrically heated homes. Extended 
forecasts indicate that by the end of the 
current decade (1970) some 4 million 
electric space-heating customers will be 
served by U. S. electric utilities—includ- 
ing heat pumps; and if their improve- 
ment and acceptance continue at the pace 
that has been set, they will have a share 
in this rosy future. Typical of the growth 
of the heat pump is this tabulation of 
manufacturers’ shipments since 1953: 


Year Shipments 
986 


1,900 
3,551 
4,746 
9,244 
17,000 
35,000 


HILE this discussion is intended to 

cover only what is available today, 
how the utilities are handling it, and to 
take a brief look into the future, it would 
be incomplete if thermoelectricity were 
omitted. More than 100 companies are 
spending large sums on research and de- 
velopment in this field, some of them pre- 
dicting that it may be the heating (and 
cooling) source of the future. 


Thermoelectricity, which makes pos- 
sible the direct conversion of heat into 
electricity or electricity into heat with no 
intermediate moving parts, is based on 
the operation of the solar generator, which 
concentrates the sun’s rays on a particular 
area to create temperatures of thousands 
of degrees Fahrenheit. Such heat concen- 
trations can be focused on one end of a 
metal bar, the other end being refriger- 
ated. 

The tremendous difference in tempera- 
ture sets up a flow of electrons comparable 
to that created by an electric generator. 

A variation of the same principle has 
resulted in the development of a small re- 
frigerator that has no moving parts. The 
cooling effect is obtained by applying elec- 
trical power to two bars of dissimilar 
material which are coupled at both ends. 
One end of the combination becomes warm 
as the other cools off. The same principle 
is applied for heating. 

One manufacturer already is making a 
ceiling bathroom heater based on the 
thermoelectric principle. Another com- 
pany is working on a forced-air furnace 
whose heat would provide the power for 
the forced-air system. There would be no 
heat loss. 


Bex with the widespread research and 

developmental work in process, do 
not look for an overnight boom in the use 
of thermoelectricity. It may take a decade 
or more to get the principle into wide- 
spread application. But it is something 
that could very well influence the electric 
heating and air-conditioning industry, and 
may well be tucked in the back of the 
mind as a future possibility. 
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Regulatory Treatment 


of 
Accelerated Depreciation 











By HARRY A. POTH, JR.* 


The manner of accounting for, and reporting to stockholders and the public, 
the tax deferrals arising from the use of accelerated depreciation! has again 
become a current problem for the electric utility industry. The immediate 
cause is Accounting Series Release No. 85, entitled "Statement of Admin- 
istrative Policy Regarding Balance Sheet Treatment of Credit Equivalent to 
Reduction in Income Taxes," issued by the Securities and Exchange Commis- 
sion on February 29, 1960. The secondary, but interrelated, reason is the series 
of show-cause orders issued by the Federal Power Commission, during the 
past year, to some ten electric utilities subject to its jurisdiction, relating to 
the treatment of deferred taxes in their reports to stockholders and other 
material distributed to the public. 


tion of a policy that any financial state- 
ment filed with it which designates as 


HE Securities and Exchange Com- 
mission’s statement of policy dates 


back to hearings held before it on 
April 8 and 9, 1959. The original notice, 
issued December 30, 1958, stated that 
the commission was considering the adop- 


*Attorney, New York, New York. For addi- 
tional personal note, see “Pages with the Editors.” 

1“Accelerated depreciation” is used throughout 
to denote both accelerated amortization, under § 
168, and liberalized depreciation, under § 167, of the 
Internal Revenue Code. 


JUNE 9, 1960 


earned surplus, or includes as a part of 
equity capital, credits arising from ac- 
counting for reductions in income taxes 
for various items—including those under 
§§ 167 and 168 of the Internal Revenue 
Code—will be presumed “to be mislead- 
ing or inaccurate despite disclosure con- 
tained in the certificate of the accountant 
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or in footnotes to the statements.” Al- 
though the language of the notice was 
broad enough to apply to any material 
tax reductions resulting from a difference 
between book and tax accounting, it was 
quite evidently aimed at accelerated de- 
preciation. 


ig response to the invitation contained 

in the notice, the SEC received sev- 
eral hundred letters of comment in sup- 
port of, and in opposition to, the pro- 
posed administrative action. Such com- 
ment came not only from electric, and to 
some extent gas, utility companies but 
from a number of industrial concerns, 
accounting firms, and associations and 
regional societies of security analysts. At 
the 1959 hearings the major participants 
included representatives of a number of 
electric utility companies and accounting 
firms, for the most part in strong opposi- 
tion to the proposal, and a member of the 
staff of the American Institute of Certi- 
fied Public Accountants, and a spokesman 
for one of the country’s major account- 
ing firms in support of the proposal. The 
staff of the commission took no part in 
the proceedings. 

In finally adopting the statement of 
policy on February 29th (but applicable 
only to financial statements filed with it 
after April 30, 1960), the commission 
considerably improved upon the original 
notice as the following excerpts from Ac- 
counting Release No. 85 indicate: 


... This statement of policy is designed 


to advise all interested persons of the |» 


commission’s views as to the presenta- 
tion in financial statements filed with 
the commission of the credit arising 


when deferred tax accounting is em- 
ployed® (p. 1). 
» *. ¢ * 

... To correct the resultant distortion 
in periodic net income after taxes, it 
is therefore necessary to charge income 
in earlier years with an amount equal 
to the tax reduction and to return this 
amount to income in subsequent years 
when the amount charged for financial 
statement purposes exceeds the amount 
deducted for tax purposes. It is our 
understanding that such deferred tax 
accounting is in accordance with gen- 
erally accepted accounting principles 


(p. 2). 


Does It Make Deferred Tax 
Accounting Mandatory? 
_ last quotation, considered alone, 

would certainly seem to make de- 
ferred tax accounting mandatory in all 
situations where the differential between 
book and tax figures is material. How- 
ever, it is immediately followed by a 
footnote reference which cites Account- 
ing Research Bulletins Nos. 42, 43, and 
44 (revised) of the American Institute 
of Certified Public Accountants and spe- 
cifically states that “the commission raises 
no question as to the propriety of the 
exception” contained in paragraph 8 of 
Bulletin No. 44 (revised). This excep- 
tion exempts utility companies from prac- 
ticing deferred tax accounting where de- 
ferred taxes are not allowed for rate- 
making purposes and “it may reasonably 
be expected” that the potential increased 
income taxes in the future will be allowed 
in rate determinations at that time. 
As many readers doubtless know, some 


2 Emphasis is supplied throughout unless other- 
wise indicated. 
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question exists as to what kind of rate 
orders, or other indications of future 
policy, by state commissions® are required 
to qualify a company for this excep- 
tion, and some extremists have taken 
the view that it is impossible to “rea- 
sonably expect” such treatment in future 
rate cases, 


a. possible mandatory aspect is in 

direct contrast to the position taken 
by the Federal Power Commission, near- 
lv two years ago, in adopting Order No. 
204 which, contrary to the position tak- 
en by the FPC’s staff, declared that de- 
ferred tax accounting is not mandatory 
(Order No. 204, Mimeo, ed., page 6). 
The immediate question with respect to 
the SEC’s position is further confounded 
by the first quotation above which would 
suggest that the statement of administra- 
tive policy applies only when the particu- 
lar company involved is practicing de- 
ferred tax accounting. 

Release No. 85 continues to say: 


. . . Because of the interrelationship 


8 See, for example, the doubts expressed by the 
Illinois commission as to the allowance of future 
higher taxes in the Union Electric Company case, 


29PUR3d 77 (1959). 


JUNE 9, 1960 


between income taxes and deprecia- 
tion, the commission is of the view 
that in the earlier years the charge 
equivalent to the tax reduction should 
be treated either (1) as a provision 
for future taxes in the income state- 
ment with a corresponding credit in 
the balance sheet to a nonequity cap- 
tion such as a deferred tax credit, or 
(2) as additional depreciation in the 
income statement with a corresponding 
addition to the accumulated provision 
for depreciation in the balance sheet. 
In the commission’s view it is improp- 
er to charge income with an item re- 
quired for the proper determination 
of net income and concurrently to 
credit earned surplus. 

A number of comments indicated 
that, should the commission take the 
foregoing position, it should be limited 
to matters connected with depreciation 
and amortization or, if not so limited, 
any additional items embraced within 
this principle should be clearly speci- 
fied. 

It is the commission’s view, how- 
ever, that comparable recognition of 
tax deferment should be made in all 
cases in which there is a tax reduction 
resulting from deducting costs for tax 
purposes at faster rates than for finan- 
cial statement purposes (pp. 3, 4). 


Clarification of Accounting Release 85 


HE paragraph quoted immediately 
above has also raised a major ques- 
tion of interpretation. On its face, it 
would seem to apply (except where the 
amounts are immaterial) to every case 
where a tax reduction results from de- 
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ducting any cost for tax purposes faster 
than for book purposes. This, apparently, 
would include, for example, differentials 
in straight-line depreciation rates as well 
as those arising with respect to intangible 
well-drilling costs. 

It is understood, however, that the 
staff of the SEC did not intend that this 
paragraph of Release No. 85 should be 
applied so broadly and the situation has 
been clarified by the issuance of Account- 
ing Release No. 86 on April 12, 1960. 
The release quotes the text of a letter 
from the commission’s chief accountant 
to Carman G. Blough, director of re- 
search, American Institute of Certified 
Public Accountants, which states: 


It was not the commission’s inten- 
tion by the publication of this release 
[No. 85], stating an administrative 
policy regarding balance sheet treat- 
ment of the credit equivalent to the re- 
duction in income taxes when deferred 
tax accounting is employed, to make 
mandatory the use of deferred tax ac- 
counting beyond the requirements of 
generally accepted accounting princi- 
ples. 


I’ is also understood that, in the opinion 

of the commission’s chief accountant, 
the “generally accepted accounting prin- 
ciples” referred to are those contained in 
the Accounting Research bulletins of the 
American Institute of Certified Public 


4 There are only three bulletins of the institute 
dealing with the question. Bulletin No, 44 (revised) 
refers specifically to liberalized depreciation and 
Chapter 9C of Bulletin No. 43 refers specifically 
to amortization of emergency facilities, Only in 
§ B of Chapter 10 of Bulletin No. 43 is there a 
general discussion of income tax differentials and 
this clearly states that the “section does not apply 
where there is a presumption that particular dif- 
ferences between the tax return and the income 
statement will recur regularly over a comparatively 
long period of time.” 


Accountants relating to tax reductions re- 
sulting from deducting costs at faster 
rates for tax, than for financial state- 
ment, purposes.* 


SiGe concluding pertinent paragraphs 
of Accounting Release No. 85 pro- 


vide: 


While some accounting firms that 
appeared before the commission urged 
that it was appropriate to designate as 
a part of earned surplus the credit aris- 
ing from deferred tax accounting de- 
spite the opinion of the committee on 
accounting procedure, the commission 
disagrees. Moreover, the fact that there 
may be some authoritative support for 
different methods of classifying this 
deferred tax account does not pre- 
clude the commission from determin- 
ing for the future the manner in which 
the item should be classified in finan- 
cial statements filed with it. In fact, as 
enunciated by the commission in Ac- 
counting Series Release No. 4, dated 
April 25, 1938, the question of authori- 
tative support is pertinent only where 
the position of the commission has not 
previously been published in official 
releases (p. 5). 

Arguments have been advanced, par- 
ticularly on behalf of public utility 
companies, to the effect that from 
analytical and rate-making viewpoints 
the treatment prescribed herein might 
have undesirable results upon investors 
and consumers. However, it is entire- 
ly appropriate that regulatory agencies 
treat the accumulated credit arising 
from deferred tax accounting in what- 
ever manner they deem most relevant 
to their purposes (pp. 5, 6). 
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Effect on Financial Analysis 


_ last sentence is quite similar in 
approach, as we shall see later on, to 
that of the Federal Power Commission 
in its Order No. 204 of May, 1958. How- 
ever, the SEC is somewhat more forth- 
right with respect to its own views as to 
how the deferrals should be treated for 
the purpose of financial analysis. A foot- 
note to the above-quoted paragraph from 
Release No. 85 states quite flatly: 


So far as this commission is con- 
cerned, since it believes that classifying 
the item as a component part of com- 
mon stock equity is misleading for fi- 
nancial statement purposes, it does not 
intend to consider the item as a part of 
common stock equity for analytical 
purposes, although it may give consid- 
eration to the item as one of a number 
of relevant factors in appraising the 
overall financial condition of a com- 
pany. The commission, of course, does 
not have jurisdiction over rate making, 
although under the Public Utility 
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Holding Company Act of 1935 it is 
concerned with the interests of consum- 
ers. Alleged adverse results as to in- 
vestors and consumers are no different 
from those complained of whenever 
any requirement designed to assure 
financial stability is imposed (p. 6). 


In addition to these directives con- 
tained in Release No. 85, the Securities 
and Exchange Commission, on the same 
day, undertook to amend Rule 28 under 
the Public Utility Holding Company Act. 
Rule 28 had for many years provided 
that no registered holding company, or 
subsidiary, could publish financial state- 
ments inconsistent with its book accounts. 
As amended, such inconsistency is per- 
mitted where authorized or required by 
the commission’s rules, “statement of ad- 
ministrative policy, or otherwise.” 


Possible Contest of SEC’s Action 


A of the date this article was com- 
pleted no judicial action had been 
begun to contest the validity of the SEC’s 
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action in issuing Accounting Release No. 
85 or in amending Rule 28. It would 
seem, however, that substantial question 
exists as to both. 


D”™ the commission have statutory 
authority, for example, to compel the 
use of deferred tax accounting with re- 
spect to liberalized depreciation, except to 
the extent of the limited exemption pro- 
vided by Paragraph 8 of Accounting Re- 
search Bulletin No. 44, discussed above? 
This question is of particular pertinence 
with respect to those companies subject 
to its jurisdiction only by reason of hav- 
ing filed registration statements under 
the Securities Act of 1933, which is 
essentially a federal “blue-sky” law. 

Again, can it overnight, by the mere 
promulgation of a statement of policy, 
make misleading accounting methods pre- 
viously approved by a large segment of 
the most respected opinion in the account- 
ing profession and as to which reason- 
able men certainly could differ, despite 
the fact that full disclosure is made? 

A further question would also seem to 
exist in the case of companies subject 
to the Public Utility Holding Company 
Act of 1935 which, for example, have 
received orders from their state public 
service commissions authorizing the cred- 
iting of the tax deferrals to a restricted 
surplus account, because § 20(b) of that 
act provides that “in the case of the ac- 
counts of any company whose methods of 
accounting are prescribed under the pro- 
visions of any law . . . of any state, the 
rules and regulations or orders of the 
commission in respect of accounts shall 
not be inconsistent with the requirements 
imposed by such law or any rule or reg- 
ulation thereunder.” 


The fact that Accounting Release No. 
85 was issued as a statement of policy, 
rather than in the form of a rule or 
order, and that its text states that “‘It is 
not intended to direct or establish any 
system of accounts or to specify the man- 
ner in which a particular item shall be 
recorded on the books of the reporting 
companies” (page 1), suggests that the 
commission may also have some doubts 
on the subject. 


Practical Effect of 
Release 85 

O™ immediate practical effect of the 

issuance of Release No. 85 has been 
to cause a number of companies to change 
the manner of reporting the deferred tax 
accruals in their 1959 annual reports to 
stockholders, even though many of them 
were distributed prior to the effective 
date of the release, April 30, 1960. 

The reasoning behind such change prior 
to the effective date involves the language 
of Accounting Release No. 4, issued by 
the Securities and Exchange Commission 
in 1938, referred to in one of the quota- 
tions from Accounting Release No. 85 
above. Under its provisions, so long as 
there is substantial anthoritative support 
for a particular accounting method, it 
may be followed in filings with the Se- 
curities and Exchange Commission, when 
accompanied by full disclosure, provided 
the commission has not previously ex- 
pressed its position in rules, regulations, 
or “other official releases of the commis- 
sion.” 

Such a view assumes that the com- 
mission has taken a position in an “offi- 
cial release” by issuing a Statement of 
Policy on February 29, 1960. 
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rans even among companies mak- 

ing such a change in their current 
annual reports to stockholders, there is 
still a variety of treatment in the posi- 
tioning of the tax accrual item on the 
balance sheet. One company employs a 
balance sheet in which all of the captions 
are of equal prominence, without sub- 
indentations and with only one total fig- 
ure shown at the bottom. In this arrange- 
ment long-term debt appears as the first 
item on the liability side and deferred 
taxes appear immediately after earned 
surplus and just ahead of current liabili- 
ties. Other companies, having removed the 
deferrals from restricted surplus, carry 
them all the way down to the bottom of 
the balance sheet page, under a caption 
“Accumulated Deferred Taxes on In- 
come,” which would be the chronological 
position for the Federal Power Commis- 
sion’s prescribed Account 266 following 
immediately after “Contributions in Aid 
of Construction,” which is Account 265. 
Some, using the same caption, place it just 
ahead of Contributions in Aid of Con- 
struction. 

One company uses the caption “Ac- 
cumulated Income Tax Reductions At- 
tributable to Necessity Certificate Amor- 
tization” positioned below long-term debt 
and a combined caption “Capital Stock 


— 
COST OF SERNICE 
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and Surplus” and just ahead of “Current 
Liabilities.” 
FPC Action 


|. ower the Federal Power Com- 
mission had issued several orders as 
to both rate-making and accounting treat- 
ment of tax deferrals beginning as early 
as December, 1953, its major action with 
respect to accelerated depreciation is its 
now well-know Order No. 204 of May 
29, 1958. This order departed some- 
what from the techniques contemplated 
by the original notice of proposed rule 
making. The first major change was 
that, in lieu of the originally proposed 
“Reserve for Deferred Taxes on In- 
come,” the commission adopted Account 
266, captioned “Accumulated Deferred 
Taxes on Income,” explaining (Mimeo. 
ed., pp 4-6) that 


On consideration of the various as- 
pects of this problem, we conclude that 
the congressional purposes. . . can rea- 
sonably be achieved by . . . providing 
a balance sheet treatment that neither 
identifies the accumulated amounts as 
a reserve or as restricted surplus. 


*k * * * 


And while making provision for fu- 
ture tax liability, it will not foreclose 
financial analysts,® investors, and others 


5In this connection the following summary of 
a poll conducted by the public utility department 
of Irving Trust Company is of interest (PusLic 
Utiities FortNicHTLy, Vol. 63, No. 11, p. 776, 
May 21, 1959): “With respect to the calculation 
of earnings per share to use in earnings-price 
ratios, a majority of analysts still preferred to 
exclude the tax savings (usually termed ‘defer- 
rals’) from share earnings in cases where tax sav- 
ings are normalized by the company or taken as 
extra depreciation. However, where flow through 
is used, a majority of the fifteen analysts con- 
sulted are now willing to include the savings in 
share earnings—a reversal of the 1957 expression.” 
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from considering these amounts as part 
of equity capital if they think proper, 
with such consequential benefits to the 
rating of the company’s securities and 
costs of financing as may result there- 
from. 

* * %* * 

Under the circumstances, however, 
we see no reasonable solution to the 
problem for those utilities which are 
required by a state commission to re- 
port deferred taxes in a reserve or 
surplus account but to classify the de- 
ferred taxes in accordance with state 
requirements for state purposes, and 
to use the treatment specified by this 
order for the purposes of this com- 
mission. 


ik ies second major provision of Or- 
der No. 204 was, as we have seen 
above, that the deferred tax accounting 
provided for in the amendments to the 
Uniform System of Accounts is not man- 
datory. 

Following the issuance of Order No. 
204, it was generally assumed in the in- 
dustry, on the basis of the excerpts quoted 
above, that the commission had pretty 
well solved the problem of conflict be- 
tween state and federal regulatory orders 
in a practical way. However, beginning 
early in 1959 a number of companies 
received letters from the secretary of the 
FPC, stating that the staff had noted 
the current annual reports to stockhold- 
ers, and, in some cases, registration state- 
ments, of these companies filed with the 
Securities and Exchange Commission, 
were at variance with the commission’s 
Order No. 204, in that deferred taxes 
were shown in the surplus or equity por- 
tion of the balance sheet. 


After extensive correspondence with 
these companies, show-cause orders have 
been issued against some ten of them 
during the last year. 


NSWERS have been filed in substantial- 

ly all of these cases generally de- 

nying the allegations of the show-cause 

orders and the commission’s jurisdiction 

over reports to stockholders and other 
material distributed to the public. 

In one of these cases, involving the 
Virginia Electric & Power Company, a 
petition to intervene was filed on March 
9, 1960, by the National Association of 
Railroad and Utilities Commissioners. 
The petition states that the Virginia State 
Corporation Commission and the North 
Carolina Utilities Commission, both of 
which have jurisdiction over the company, 
have prescribed the restricted surplus 
method of accounting and, as the commis- 
sion’s Order No. 204 indicates, “a co-op- 
erative accommodation to the extent pos- 
sible, with the requirements of the several 
state commissions,” the show-cause pro- 
ceeding should be dismissed. 

On October 22, 1959, the FPC issued 
Order No. 216, captioned “Order Clari- 
fying Interpretation of and Amending 
Account 266.” Such order became effec- 
tive, by its terms, as of the date of its 
issuance but no opportunity was given for 
a hearing or submission of views with 
respect thereto. On December 15, 1959, 
Appalachian Power Company filed a peti- 
tion with the commission seeking an order 
declaring that Order No. 216 was issued 
without complying with the Administra- 
tive Procedure Act and the Federal Power 
Act or, in the alternative, for rescission of 


Order No. 216. On May 23, 1960, the 
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commission dismissed the Appalachian 
petition on the grounds that Order No. 
216 “merely interpreted that wording of 
the first paragraph of Order No. 204” 
and, hence, is not subject to the hearing 


and notice requirements of either of such 
acts. 


Other FPC Cases 


NOTHER company, Central Hudson 
Gas & Electric Corporation, finds 
itself in a rather unique situation with 
respect to the Federal Power Commis- 
sion. Prior to the issuance by the New 
York Public Service Commission of its 
order of March 30, 1959, directing all 
New York utilities to adopt “flow- 
through” accounting with respect to lib- 
eralized depreciation under § 167 of the 
Internal Revenue Code, Central Hudson, 
pursuant to an accounting plan filed with 
the FPC in lieu of a state commission 
order, had been normalizing the deferred 
taxes arising from liberalized depreciation 
and making corresponding credits to a 
restricted surplus account. 
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It is understood that the staff of the 
Federal Power Commission takes the 
view that Central Hudson should now 
transfer these »rior accruals from sur- 
plus to Account 266, “Accumulated De- 
ferred Taxes on Income,” with respect 
to both the electric and gas properties 
of the company, although Central Hud- 
son is not subject to the Natural Gas Act, 
having received a specific exemption or- 
der under the so-called ““Hinshaw Amend- 
ment” to that act. 


N the positive side, the commission 
recognized last year in the El Paso 
Natural Gas Company rate case (Opin- 
ion No. 326), 29 PUR3d 469, 22 FPC 
260 (1959) that normalization of taxes 
arising from liberalized depreciation is 
appropriate in rate-making proceedings 
and that reserves for such taxes need not 
be deducted from the rate base, follow- 
ing its prior decision in the 1954 Pan- 
handle Eastern Pipe Line Company rate 
case (Opinion No. 269), 3 PUR3d 
396, with respect to accelerated amorti- 
zation. A similar result is reached in the 








recent United Fuel Gas Company rate 
case (Opinion No. 334, January 22, 
1960), 32 PUR3d 209. 


U is of interest to note, however, that the 
commission’s warning in the El Paso 
case, that the favorable effect of deferred 
taxes arising from liberalized deprecia- 
tion and accelerated amortization on a 
company’s cost of money might lead them 
to “consider whether to reflect this tend- 
ency in determining a fair rate of re- 
turn” (Opinion No. 326, Mimeo., page 
9),° was again repeated in denying peti- 
tions for rehearing in the United Fuel 
case (Opinion No. 334A, March 18, 1960, 
Mimeo. ed., pages 2, 3). 

The precise question did not arise in 
the El Paso and United Fuel cases be- 
cause, as the opinions point out, all the 
parties had agreed to the rate of return. 

More recently, the commission has fol- 
lowed the same principles with respect 
to deferred taxes in another field of its 
regulatory jurisdiction—the determina- 
tion of surplus earnings from licensed 
hydroelectric projects under § 10(d) of 
the Federal Power Act. In the Florida 
Power Corporation case, decided October 
26, 1959 (Project Nos. 177 and 682), 
the commission approved a staff determi- 
nation normalizing deferred taxes aris- 
ing under both §§ 167 and 168 of the 
Internal Revenue Code and made no de- 
duction of the deferrals in determining 
the project rate bases. This is in contrast 
to the commission’s action in the same 





6 See also the emphasis placed by the commission 
on the tax advantages arising from percentage de- 
pletion and intangible well-drilling deductions as 
an element of the rate of return in its order deny- 
ing rehearing in the same proceeding (Opinion No. 
326A, October 8, 1959), and again in the United 
Fuel case (Opinions No. 334 and No. 334A). 
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order deducting all balances in Account 
100.5 for rate base purposes and eliminat- 
ing, as revenue deductions, all 100.5 an- 
nual charges.” 


Action by Other Federal Agencies 


iy concluding the discussion of the fed- 

eral regulatory aspects, it is of interest 
to note the action taken by two other in- 
dependent agencies. 

In February, 1959, the Interstate Com- 
merce Commission issued a statement of 
policy, requiring that all subject carriers 
should use only the actual taxes paid in 
connection with liberalized depreciation. 
That notice also stated that the actual 
taxes method should be “disclosed by ex- 
planatory notes in reports filed with the 
commission” and urged that all carriers 
“disclose this information in their reports 
to stockholders and in financial statements 
released to the press” (24 Fed Reg 1401). 

In March, 1958, the Civil Aeronautics 
Board (by Regulation No. ER-230), 
suspended a prior prohibition against de- 
ferred tax accounting and placed it on 
a voluntary basis, pending a final decision 
of the board as to the rate treatment that 
should be given to deferred taxes. 





7 However, in a substantially identical order in- 
volving Kentucky Utilities Company, issued Janu- 
ary 4, 1960 (Project No. 539), the FPC said in 
a footnote (p. 5): 


The staff analysis in this proceeding was com- 
pleted prior to the issuance of commission Opin- 
ion No, 326 on August 10, 1959, In the Matter 
of El Paso Natural Gas Company, 22 FPC 260, 
and therefcre does not reflect the rate-making 
treatment of annual deferred taxes in connection 
with working capital allowance as there set forth. 
A recalculation of this item in determining 
licensee’s “surplus earnings,” as set forth above, 
would not result in any substantial modification 
in the total credit to licensee’s amortization re- 
serve as recommended by staff; therefore no 
revision in licensee’s annual working capital al- 
lowance is deemed necessary. 
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No further action has been taken by 
the ICC. On April 29, 1960, the CAB 
announced its “tentative vote” in the 
General Passenger Fare Investigation and 
stated it would “‘recognize for rate-mak- 
ing purposes estimates of federal income 
tax expense on the basis of normalized 
taxes,” but that the corresponding re- 
serves for deferred taxes would be ex- 
cluded from the “investment base.’”’ The 
press release also pointed out that all 
members were not in agreement on all 
the issues and the board’s formal decision 
would be issued at a later date. 


, 


State Commission Action—Accounting 


(a) Accelerated Amortization 


ieee most recent data available® in- 
dicate that thirty-seven state commis- 
sions, through formal orders or other- 
wise, have prescribed the accounting 
treatment for accelerated amortization. 
Sixteen states (Alabama, Colorado, 
Florida, Maryland, Montana, New 
Hampshire, New Jersey, New York, 
Oklahoma, Pennsylvania, South Caro- 
lina, Vermont, Virginia, Washington, 
West Virginia, and Wyoming) have pro- 
vided for a credit to restricted surplus. 


Ten states (Arkansas, Connecticut, 


8 Much use has been made of the annual reports 
of the Special Committee on Tax Amortization of 
the Federal Power Bar Association. The original 
compilations by the writer, as the early chairman 
of the committee, have been brought up to date 
and expanded by the competence and energy of the 
subsequent chairmen. Great assistance has also been 
rendered in assembling the original compilations and 
bringing them up to date by, among others, the staff 
of the Edison Electric Institute, Ebasco Services In- 
corporated, the Federal Power Commission, the Na- 
tional Association of Railroad and Utilities Com- 
missioners, and the Pusiic Uritities FortTNIGHTLY. 

In preparing the summaries in this section the 
— recent known decision in each state has been 
used. 
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Kansas, 


Georgia, Illinois, Louisiana, 
Massachusetts, Missouri, Nevada, and 
Utah) have prescribed a reserve method. 

Nine commissions have each issued 
orders authorizing a credit to restricted 
surplus in certain cases and to a reserve 
in others (California, Idaho, Kentucky, 
Maine, Michigan, New Mexico, North 
Carolina, Ohio, and Oregon). 

The Wisconsin Public Service Com- 
mission has approved an accounting 
method differing substantially from the 
techniques adopted by other state com- 
missions. Wisconsin provides for a charge 
to depreciation expense and a credit to 
depreciation reserve (in addition to de- 
preciation computed on a straight-line 
basis) equal to the deferral of federal 
income taxes resulting from the use of 
accelerated amortization. Indiana now 
permits the use of either restricted sur- 
plus or reserve methods. 


(b) Liberalized Depreciation 


i state commissions have 
adopted formal orders or directions 
prescribing the accounting treatment 
which subject utilities must follow in 
connection with liberalized depreciation. 
Six states (Alabama, Colorado, Flori- 


















































da, Maryland, New Hampshire, and Vir- 
ginia) have either authorized specific 
utilities, or have directed all subject util- 
ities, to use a restricted or appropriated 
surplus method in recording the tax de- 
ferral. 


Seventeen states (Arkansas, Georgia, 
Hawaii, Idaho, Illinois, Kansas, Loui- 
siana, Maine, Massachusetts, Minnesota, 
Missouri, Nebraska, New Mexico, Ore- 
gon, Tennessee, Vermont, and Wyoming) 
have prescribed a tax reserve method. 


Six other states (Kentucky, Michigan, 
New Jersey, Ohio, Oklahoma, and South 
Carolina) have permitted, upon applica- 
tion by specific companies, the use of 
either restricted surplus or the reserve 
method. 


Five states (Arizona, California, New 
York, Pennsylvania, and West Virginia) 
have provided for an actual taxes paid 
procedure. 


Wisconsin provides for a substantial- 
ly unique accounting procedure, as de- 
scribed under “Accelerated Amortiza- 
tion.” And Indiana again permits the use 
of either restricted surplus or reserve 
methods as in the case of Accelerated 
Amortization. 


Rate Making 
(a) Accelerated Amortization 


WwW" respect to rate making, in so far 

as accelerated amortization is con- 
cerned, the pattern seems to be reasonably 
well-established in favor of normaliza- 
tion, Eighteen states, which are all the 
states known to have passed on the sub- 
ject, have, with the sole exception of 
North Dakota, recognized deferred taxes: 
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Arkansas Maine New York 
California Michigan® Oklahoma 
Florida® Missouri Pennsylvania 
Illinois Nevada® Virginia 
Indiana New Washington 
Kansas® Hampshire 

Kentucky New Jersey 

The Federal Power Commission 


reached the same conclusion in the City 
of Detroit case and has been upheld by 
the United States court of appeals, City 
of Detroit v. Federal Power Commission 
(CA DC) 11 PUR3d 113, 230 F2d 810 
(1955). The North Dakota commission 
was at pains to state that its decision re- 
fusing to allow normalization of deferred 
taxes was not to be regarded as a prec- 
edent for other cases, saying: 


. it is the commission’s opinion that 
where the accrual is large enough to 
create a _ substantial discrimination 
such deferred charge against income 
might well be allowed. (Montana- 
Dakota Utilities Co. 22 PUR3d 505 
(1958) at 517.) 


(b) Liberalized Depreciation 


A we have previously seen, the Federal 

Power Commission has recently per- 
mitted normalization of deferred taxes 
arising from liberalized depreciation in 
the El Paso and United Fuel Gas rate 
cases. 

The states of Florida and Nevada 
have recently joined the list of those per- 
mitting normalization in the case of lib- 
eralized depreciation. In addition, ac- 
cording to testimony before the Cali- 





9 No express commission statement. Determined 
by F. M. Beatty of the accounting firm of 
Arthur Andersen & Co. from examination of rec- 
ords. 
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fornia Public Utilities Commission (Case 
No. 6148) by F. M. Beatty of the ac- 
counting firm of Arthur Andersen & 
Co. the commissions in Georgia, Mary- 
land, and Massachusetts have allowed de- 
ferred taxes in rate determinations with- 
out express mention in the commission 
opinions. 


O* the other side of the picture, Cali- 
fornia, Connecticut, and New York 
should be added to the list of states 
which prescribe the flow-through method. 
It thus appears that 16 states now permit 
normalization of deferred taxes arising 
from liberalized depreciation for rate- 
making purposes, and that 10 do not. 


Deferred Taxes Allowed 


Florida 
Georgia” 
Hawaii 


Massachusetts” 
Michigan 
Montana 
Illinois Nevada 
Indiana New Mexico 
Kansas Ohio 

Kentucky Oklahoma 
Maryland” Wyoming 


Deferred Taxes Not Allowed 
New York 
North Dakota 
Pennsylvania 
West Virginia 


California 
Connecticut 
Missouri 

New Hampshire 
New Jersey 


Deduction of Deferrals from the 
Rate Base 


en significant aspect of the pat- 
tern of state commission action in 


the past few years is found in the grow- 


10 No express commission statement. 
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ing number of state commissions that 
either deduct accruals for deferred taxes 
from the rate base or make an adjust- 
ment therefor in the rate of return, 
particularly where liberalized depreciation 
is involved. Based on a study we have 
made, eight states have required that ac- 
cumulated deferrals, arising from lib- 
eralized depreciation, be deducted from 
the rate base. 


Florida 
Re Florida Power & Light Co. 
(Order No. 2515), 19 PUR3d 417 
(1957)—a deduction of the test year 
provision from gross working capital 
allowance. 


Illinois 
Re Commonwealth Edison Co. 
(Docket Nos. 44391, 44551-44555), 
24 PUR3d 209 (1958). 


Kentucky 
Re Western Kentucky Gas Co. 
(Case No. 3267), 21 PUR3d 394 
(1957). 
Re Kentucky Utilities Co. (Case No. 
3324), 22 PUR3d 113 (1958). 
Georgia 
Re Georgia Power Co. (File No. 
19314), 10 PUR3d 259 (1955)—ap- 
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proved this treatment on a temporary 
basis subject to the commission’s right 
to revise its order if it found that this 
deferred accounting treatment was in- 
appropriate. 
Oregon 
Re West Coast Teleph. Co. (Or- 
der No. 36397), 27 PUR3d 489 
(1958). 
Hawai 
Re Honolulu Rapid Transit Co., 
Ltd. (Decision and Order No. 970), 
28 PUR3d 1 (1959). 
Wisconsin 
The state commission provides for a 
charge to depreciation expense and a 
credit to depreciation reserve (in addi- 
tion to depreciation computed on a 
straight-line basis) equal to the defer- 
ral of federal income taxes arising 
from the use of liberalized depreciation 
which, of course, results in a deduction 
of the amount from the rate base. The 
following cases are illustrative of the 
commission’s approach to the matter: 
Re Wisconsin Fuel & Light Co. (2- 
U-4138), 12 PUR3d 254 (1956). 
Re Milwaukee Gas Light Co. (2-U- 
4266), 15 PUR3d 170 (1956). 
Re La Crosse Teleph. Corp. (2-U- 
4202), 20 PUR3d 94 (1957). 
Maryland 
F. M. Beatty has reported that de- 
ferred taxes in rate determinations 
were allowed in Maryland but that cor- 
responding deductions in the rate base 
were also made. This opinion was 
based on his analysis of the various ex- 
hibits and orders involved. 


 ipenciiagrdeia has revealed only four 
states, however, which have imposed 


such a requirement in the case of ac- 
celerated amortization: 


Florida 
Re Florida Power & Light Co. (Or- 
der No. 2515), 19 PUR3d 417 (1957) 
—a deduction of the test year provi- 
sion from gross working capital allow- 
ance. 


Kentucky 
Re Kentucky Utilities Co. (Case 
No. 3324), 22 PUR3d 113 (1958). 


New Hampshire 
Re Public Service Co. of New 
Hampshire (Order No. 7248) 27 
PUR3d 113, 122 (1959), affirmed in 
Public Service Co. of New Hampshire 
v. State of New Hampshire, 153 A2d 
801, 30 PUR3d 61 (1959). 


Pennsylvania 
Pennsylvania Power & Light Co. 14 
PUR3d 438 (1956). 


It is interesting to note that in the case 
of the New Hampshire Public Service 
Commission the accumulated deferred 
taxes so deducted were in restricted sur- 
plus and not in a reserve account, and 
that the commission’s action was affirmed 
by the state supreme court. 


Deferrals Considered in Adjusting 
Rate of Return 


| ae states have decided that deferred 

taxes will be considered in adjusting 
the rate of return by treating the accrued 
deferrals as cost-free capital in determin- 
ing the cost of money to the utility: 


Kansas 
Re Empire District Electric Co. 
Docket No. 55,302-U), 23 PUR3d 
45 (1958)—liberalized depreciation. 
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Michigan 
Re Michigan Gas & Electric Co. 
(D-2932-58.1), 24 PUR3d 278 (1958) 
—liberalized depreciation. 
Re Michigan Consolidated Gas Co. 
(D-3430-58.1), 22 PUR3d 369 (1958) 
—liberalized depreciation. 


Ohio 
Re Ohio Fuel Gas Co. (No. 26,371), 
25 PUR3d 207 (1958)—liberalized 
depreciation. 


Oregon 
Re Pacific Power & Light Co. (UF- 
2175, Order No. 37086) — PUR3d 
—(1960)—accelerated amortization. 


Washington 
Re Pacific Power & Light Co. (U- 
9097) — PUR3d — (1960) — acceler- 
ated amortization. 


N a sixth state, Illinois, the state com- 

mission has not followed a consistent 
policy in dealing with deferred taxes aris- 
ing from liberalized depreciation. In June, 
1958, in the case of Commonweath Edison 
Company, 24 PUR3d 209, cited above, the 
commission deducted a Reserve for De- 
ferred Federal Income Taxes in fixing 
rates. Then, in the Peoples Gas Light & 
Coke Company case, 27 PUR3d 209, 
handed down on February 11, 1959, the 
commission leaned toward an adjustment 
of the rate of return for accruals of de- 
ferred federal income taxes, but refused 
to deduct the reserve from the company’s 
rate base. A similar decision was reached 
in the Union Electric Company case, 29 
PUR3d 177 (July 22, 1959). 

On July 30th of last year in the Gen- 
eral Telephone Company of Illinois case, 
29 PUR3d 369, the commission ruled 
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that the reserve for income taxes result- 
ing from the use of liberalized deprecia- 
tion should be included in a fair value 
rate base, provided the “utility puts the 
money representing the deferred income 
tax into property which is used and use- 
ful in providing the (utility) service...” 
(page 378). While the latter three cases 
would indicate a firming up of commis- 
sion position on liberalized depreciation, 
the Illinois supreme court, on January 
22, 1960, in City of Aiton v. Illinois 
Commerce Commission (Docket No. 
35242), 33 PUR3d 76, held that the com- 
mission may not shift the benefit of liber- 
alized depreciation from the ratepayers to 
the shareholders and must deduct the tax 
reserve from the rate base. 


Views of the New York Commission 


HILE indicating that it too will con- 

sider the effect of both accelerated 
amortization and liberalized depreciation 
in rate making, the New York Public 
Service Commission has adopted a some- 
what different approach. It waited until 
much of the dust had settled and first 
made its views known on March 30, 
1959, in the form of a statement of policy, 
Re Niagara Mohawk Power Corp., 
28 PUR3d 171. With respect to acceler- 
ated amortization the commission said 


(page 195): 


In rate matters, the commission will 
as a matter of policy consider the ef- 
fect of any § 168 tax benefits upon the 
utility in determining the proper rate 
of return for that utility. 


It then continued to state its views as 
to the future treatment of liberalized de 
preciation (ibid.) : 





REGULATORY TREATMENT OF ACCELERATED DEPRECIATION 


In rate matters the commission will 
as a matter of policy allow as a part 
of the cost of service the income taxes 
properly assignable to the operating in- 
come determined for rate case pur- 
poses, giving effect to liberalized de- 
preciation tax deductions available to 
the utility under the tax code. The 
impact of taxes, paid by the utility in 
the first instance, is in reality borne by 
the ratepayer. It is the duty of the 
utility to ease that burden to the ex- 
tent that lawful compliance with the 
tax laws permit. This commission 
should encourage this tax saving and 
in future rate proceedings this element, 
intangible as it may be, will be given 
consideration. 


I* the subsequent Central Hudson Gas 


& Electric Corporation case, 28 
PUR3d 317 (May 26, 1959), the com- 
mission expanded on its views, saying 
(pages 320, 321): 


It follows that for equitable treat- 
ment there should be some sharing of 
the § 167 tax benefits between the cus- 
tomers of the company and the com- 
pany itself, to the customers because it 
is the duty of the utility to keep its 
operating costs as low as is consistent 
with the maintenance of adequate serv- 
ice and to the utility or its security 
holders to furnish an incentive for the 
use of the most advantageous tax de- 
preciation method. The proportions of 
sharing should not be predominantly to 
the company but rather in major part 
to the customer, although no precise 
formula can be set down that would 
apply to each and every utility. ... 


Mandatory Use of Liberalized 
Depreciation 


NOTHER important aspect of the 
regulatory process in this field is the 
question of whether utility companies 
should be compelled to take advantage of 
the liberalized depreciation options avail- 
able under § 167 of the Internal Revenue 
Code. 

In a number of cases utilities have de- 
clined so to do. This course may be 
adopted as a matter of policy, as seems 
to be the case with many telephone com- 
panies, or it may be adopted in order to 
avoid undesired consequences arising 
from the refusal of a regulatory commis- 
sion to permit normalization of deferred 
taxes in rate-making proceedings. It has 
been argued in some cases that the regula- 
tory commission should compel the util- 
ity to elect liberalized depreciation or, in 
the absence of power to make such an 
order, that the regulatory commission 
should determine rates as though liberal- 
ized depreciation had in fact been elected, 
following the precedents set, for example, 
by the Louisiana and Mississippi com- 
missions in assuming hypothetical secu- 
rity structures for telephone companies. 


HE Pennsylvania commission has re- 
fused to follow this approach and 
was affirmed by the Pennsylvania superior 
court in the City of Pittsburgh case, 144 
A2d 648, 25 PUR3d 273 (1958). Com- 
panies subject to its jurisdiction, which 
actually use straight-line depreciation for 
tax purposes, may base their rates on the 
actual tax expense. 
In the only decision to the contrary 
noted to date, the Maine Public Utilities 
Commission fixed rates for the Bangor 
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Hydro-Electric Company as though it 
had the benefit of liberalized depreciation 
for tax purposes, even though the com- 
pany had elected to revert to the straight- 
line method, Re Bangor Hydro-Electric 
Co. 26 PUR3d 489 (1958). No appeal 
was taken from this order. 

It appears that the Maine view has 
been rejected in California, all utilities,— 
PUR3d — (Case No. 6148, April 12, 
1960), Connecticut, Re Housatonic Pub. 
Service Co. 22 PUR3d 1 (1958), and 
Missouri, Re Raytown Water Co. 22 
PUR3d 556 (1958). In the recent Moun- 
tain States case, Re Mountain States 
Teleph. & Teleg. Co., 31 PUR3d 417 
(1960), the Montana commission stated, 
in refusing to require use of accelerated 
depreciation methods in fixing rates: 


Counsel for the protestants 
briefed this point thoroughly, but the 
question still remains whether a tax de- 
ferral or a tax saving is the result of 
the adoption of accelerated deprecia- 
tion. We note that opinions differ on 
this subject, and until more conclusive 
proof is produced that an actual tax 
saving is realized, we are constrained 
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to consider the utilization of such a de- 
preciation method as merely a tax de- 
ferral (pp. 435, 436). 


Conclusion 


HILE it is still far too soon to draw 
any long-range conclusions, or pre- 
dict definite trends, from the number 
of significant regulatory decisions of the 
past months, a few educated guesses 
are possible. On the assumption that the 
Securities and Exchange Commission’s 
Accounting Release No. 85, and the re- 
lated show-cause orders of the Federal 
Power Commission, are unchallenged in 
the courts, it would seem that many 
companies practicing deferred tax ac- 
counting, and making corresponding 
credits to a surplus account, will, upon 
securing state commission approval, 
switch to the “flow-through” method with 
respect to liberalized depreciation. They 
may not in so doing be able to retain 
the prior accruals as part of equity capital 
in the light of the Federal Power Corn- 
mission’s denial (by letter, dated February 
11, 1959) of Duquesne Light Company’s 
request to transfer prior accruals from 
Account 266 to unrestricted surplus, fol- 
lowing the disallowance by the Pennsyl- 
vania Public Utility Commission of 
normalization for rate-making purposes 
in the case of liberalized depreciation. 
However, they will enjoy, by adopting 
flow-through accounting, the immediate 
improvement in earnings and its effect 
on unrestricted surplus,” and can have 
some hope, at least, that the views of the 
New York Public Service Commission, 
quoted above, will have some nation-wide 


11 See footnote 5, above, 
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effect in securing a reasonable sharing of 
the tax advantages stemming from 
liberalized depreciation methods between 
a particular company and its present rate- 
payers. 


a trend with respect to ac- 

celerated amortization is not likely 
because Accounting Research Bulletin 
No. 42 (now Chapter 9C of Bulletin No. 
43) of the American Institute of Certified 
Public Accountants requires the use of 
deferred tax accounting, or normaliza- 
tion. Companies having sizable amounts 
involved in necessity certificates, several of 
whom are sti!l in the five-year amortiza- 


tion, or “pay-in,” period, are faced with 
a serious problem. 

Many of them accepted their certifi- 
cates, and issued millions of dollars of 
securities, in reliance on existing state 
commission orders and on the express 
language of the Federal Power Com- 
mission’s Order No. 204 that the account- 
ing treatment thereby prescribed “will not 
foreclose financial analysts, investors, and 
others from considering [the deferred 
tax accruals] as part of equity capital.” 
It is hoped that enlightened regulatory 
concepts will also be applied to this prob- 
lem. 





EEI 1960 CONVENTION TIMETABLE, ATLANTIC CITY, NEW JERSEY 


Sunday, June 5th 


1:00 p.m. 


Registration, lobby, Traymore Hotel (till 6 p.m.). 


Monday, June 6th 


8:30 a.m. 
12:00 noon 
2:30 p.m. 
5:00 p.m. 


Registration, lobby, Traymore Hotel (till 12 noon). 

Registration, lobby, Warren Theater (till 5 p.m.). 

First General Session, Warren Theater. 

President’s Reception, Carolina Room, Chalfonte Hotel (till 7 p.m.). 


Tuesday, June 7th 


8:30 a.m, 
9:30 a.m. 
12:00 noon 


Registration, lobby, Warren Theater (till 5 p.m.). 
Second General Session, Warren Theater. 
Ladies’ luncheon, Claridge Hotel, followed by fashion show and special 


entertainment at Roxy Theater. 


2:30 p.m, 


Third General Session, Warren Theater. 


Wednesday, June 8th 


Registration, lobby, Warren Theater (till 3 p.m.). 
Fourth General Session, Warren Theater. 
Fifth General Session, Warren Theater. 


Presentation of the Edison Award, followed by special entertainment 
through courtesy of Westinghouse Electric Corporation, Warren 


Theater. 
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Corcoran at the Bat 
Fe the first time since the Harris 

Subcommittee on Legislative Over- 
sight started its probe of the regulatory 
commissions, it received a lecture at the 
hands of an interrogated witness. The 
same inquisitors who had brought down 
such government figures as Sherman 
Adams, FCC Chairman Doerfer, FCC 
Commissioner Mack, and gave a good 
many others a hard time, fidgeted like 
schoolboys when the fast-talking, quick- 
thinking lawyer-lobbyist, Thomas G. 
Corcoran, took the stand to explain his 
so-called “ex parte” contacts with the 
FPC membership. 

Not only did Corcoran say that his in- 
formal contacts on “‘procedural matters” 
were entirely proper, but he went further 
and said there was nothing in the law or 
FPC regulations forbidding him to walk 
into commissioners’ offices and discuss 
the merits of cases if he so chose, Non- 
plused congressional committee members 
began to wonder whether maybe Cor- 
coran was right and whether they should 
patch up the law on that subject. When 
one Congressman put this idea in the 
form of a question, the suave former 
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Washington and 


the Utilities 


New Deal brain truster replied, imper- 
turbably, “It’s about time this committee 
got around to its legislative program.” 
His lips moved almost as if to add, “if it 
has one.” 

The subcommittee questioned Corcoran 
for the second day about off-the-record 
conversations he had last October with 
three FPC members about a pending de- 
cision on the petition of Midwestern Gas 
Transmission Company to build a pipe- 
line from Canada to the Midwest. Cor- 
coran again insisted that in these chats he 
did not bring up the arguments why Mid- 
western should be allowed a 7 per cent 
rate of return on its investment, although 
he contended he would have had a legal 
right to do so if he had desired. Repre- 
sentative John E. Moss (Democrat, Cali- 
fornia) asked Corcoran if it were not 
true that FPC Member Arthur Kline pre- 
viously testified he regarded Corcoran’s 
talk with him as improper. Corcoran re- 
plied that Kline had qualified that state- 
ment by saying it depended upon what 
was going on in Corcoran’s mind during 
the conversation. 

“The devil himself knoweth not the 
mind of man,’ Corcoran observed. 
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Moss asked if Corcoran regarded his con- 
duct as in accordance with prevailing 
practice before the FPC. Corcoran said 
it was accepted practice before the com- 
mission at this time. The questioning of 
the former Roosevelt administration 
figure was punctuated by barbs between 
Democratic and Republican committee 
members, as well as some fired by Cor- 
coran. Representative Steven B. Derou- 
nian (Republican, New York) at one 
point accused Corcoran of filibustering 
with the frequently lengthy answers he 
fired in rapid fashion to the questions. 
“Just answer the question, Mr. Corcoran. 
I don’t want you to be a long-playing 
record,” Derounian said. ‘““You’ve been 
doing that for two days now.” 

A moment later Derounian charged 
Corcoran was being “coached.” The Con- 
gressman warned he would insist on 
James H. Rowe, Jr., Corcoran’s law 
partner, being ejected if he persisted in 
talking to Corcoran and passing him 
notes. When Derounian questioned Cor- 
coran about the nature of his law busi- 
ness and how he bills his clients, Corcoran 
began to respond by saying, “I’m not like 
your friend Tom Dewey,” the former 
New York governor whose firm has some 
business before federal regulatory agen- 
cies too. Derounian snapped that Dewey 
was not his friend. 


ee William Springer 
(Republican, Illinois) accused Cor- 
coran of trying to influence the commis- 
sion in a gas pipeline case. Springer said, 
“You were trying to influence against the 
public interest.” 

Corcoran insisted there was nothing 
improper or illegal about his calls to the 
commissioners in behalf of the Midwest- 
ern Gas Transmission Company. He said 
the FPC staff, which was ‘‘on the adverse 
side” of the case freely contacted the 


commissioners about it. Springer con- 
tended that the staff was representing the 
public interest in the case. He did not 
dispute Corcoran’s statement that the 
lawyer’s visits were perfectly legal. But 
he said Corcoran’s testimony showed that 
“there are serious changes in the law 
which must be made.” 

Representative Peter F. Mack, Jr. 
(Democrat, Illinois), said testimony at the 
subcommittee hearings showed that many 
gas company representatives had visited 
the commissioners. “It seems to me the 
purpose of their visits was to influence 
the commission,” he said. 

Representative John B. Bennett (Re- 
publican, Michigan) noted Corcoran’s 
testimony about the reason he was sent 
to see the commissioners by Gardiner 
Symonds, board chairman of Midwest- 
ern’s parent firm, the Tennessee Gas 
Transmission Company. Corcoran said 
Symonds wanted him to tell the com- 
missioners, “Listen, I mean business,” 
and he would not accept an FPC permit 
to build a gas pipeline without a 7 per 
cent return on investment. Corcoran 
added that “I carefully changed the 
language” to make sure that the commis- 
sioners he talked to did not get any im- 
pression this was an “ultimatum.” 


 Oipemneae repeatedly parried questions 
directed at him by subcommittee 
members and appeared unruffled by it all. 
He described questions asked by Bennett 
as “loaded” and “repetitive” and at one 
point a “beating your wife” inquiry. This 
led Bennett to ask Harris to direct Cor- 
coran to be responsive and cease making 
“a 15-minute speech” in answer to each 
question. Harris agreed with Bennett, al- 
though he said “There has been a little of 
it (delay) on both sides.” Corcoran said 
he could not recall for sure whether he 
told the FPC members last October that 
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Tennessee might divest itself of majority 
control of Midwestern because of possible 
antitrust action. 

Bennett had contended this statement 
could have been made in an effort to con- 
vince the FPC members Midwestern 
needed a higher rate of return if it was 
going to have to stand on its own feet 
financially. He testified again that he did 
not argue the merits of the pending case 
when chatting with the commissioners. 
“There’s a code about this thing,” he ex- 
plained. “You just don’t do it.” 

Corcoran said that his contacts with 
the commissioners were just as proper as 
letters from members of Congress to the 
FPC supporting gas company applica- 
tions. Congressional letters, he hastened 
to add, were not only proper but “very 
desirable and helpful.” Corcoran made 
the comparison after Bennett disclosed 
that he had written the FPC about a 
dozen letters urging that natural gas be 
brought into Michigan’s upper peninsula. 


pores acknowledged, under Ben- 

nett’s questioning, that the gas com- 
pany he represented had made a copy of 
one letter the Congressman wrote the 
FPC last September. He said he had 
shown Bennett’s letter to Chairman 
Harris during a recent visit with Harris. 
Corcoran said copies of letters from other 
Congressmen, mayors, governors, and 
chambers of commerce had been made to 
show the support for Midwestern Gas 
Transmission Company’s application to 
build a pipeline from Canada to North 
Central states. The letters, he said, were 
in the FPC’s public files. 

Bennett asked Corcoran whether he put 
his visits to FPC commissioners “in the 
same category” as letters from Congress- 
men. “Aren’t they the same thing?” Cor- 
coran replied. 


Bills in Congress 


y p< Senate has passed and sent to the 
House a bill (S 910) providing for 
federal payments in lieu of state and local 
taxes on federal commercial and indus- 
trial real property acquired after June 
30, 1950. The bill, introduced by Senator 
Humphrey (Democrat, Minnesota), con- 
tained provision for such payments to be 
made on federal property used in the 
generation of electric energy. This lan- 
guage, however, was stricken in the ver- 
sion which the Senate approved. A num- 
ber of similar bills have been introduced 
in the House, but no hearings have been 
scheduled. The administration opposes 
this legislation on the grounds that it 
would cost the Treasury over half a bil- 
lion dollars annually. 

The $4 billion Agriculture Appropria- 
tions Bill passed by the House on May 
12th contained $200 million in funds for 
REA. The REA money is broken down 
as follows: There will be $110 million 
for new electrification loans during the 
coming fiscal year of 1961. There will be 
$80 million for new rural telephone loans 
during the same period. There will be 
$9,632,000 for REA’s own administra- 
tion expenses. These sums are all just 
about the same as requested in President 
Eisenhower’s budget last January. 

In addition, however, the House Ap- 
propriations Committee added a $50 mil- 
lion contingency fund to the rural tele- 
phone program and another $50 million 
contingency fund to the rural electrifica- 
tion program. These contingency funds 
were not contained in the President’s 
budget last January. The Senate is not 
expected to change the REA part of the 
bill very much, but there will be argu- 
ments and probable changes on certain 
general agriculture provisions. 
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Financial News 


and Comment 


By OWEN ELY 


The Political Agitation for 5 
Per Cent Annual Growth in 
GNP 


HE idea that our national rate of 
growth should be stepped up so that 

we can maintain our competitive relation 
with the Soviet Union has been frequently 
discussed during the past year, and may 
be one of the issues of the forthcoming 
campaign. The Committee for Economic 
Development has been active in exploring 
this field and recently stated in one of its 
bulletins that “understanding the eco- 
nomic forces that promote our economic 
growth is a MUST for our personal and 
national welfare; the forces which will 
defeat Mr. Khrushchev and his cohorts.” 
Unfortunately, some members of Con- 
gress feel that greater growth can be 
achieved only by increased federal spend- 
ing, whether this brings inflation or not. 
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Earlier this year the Joint Economic 
Committee issued its report on growth, 
employment, and prices; in this the Dem- 
ocratic majority claimed that the admin- 
istration has curtailed growth by trying 
to check inflation with overly strict credit 
restrictions. About 125 younger Demo- 
crats in Congress have formed an organ- 
ization called the “Democratic Study 
Group” to analyze key issues, such as 
spending for defense, school aid, housing, 
special aid for depressed areas, etc. 

According to Business Week, the Dem- 
ocrats point to a growth of 4.6 per cent 
in the economy during 1947-53, while in 
later years (the Republican régime) 
growth has been only half as fast. But 
Republicans retort that the figures were 
hand picked—that the earlier period re- 
flected reconversion from World War II, 
forced production to meet Korean War 
needs, and heavy inflation as an extra 
stimulus, while the base year for the 
Eisenhower period was 1953—a peak vear 
of Korean War production. 


HE CED has made some interesting 

studies in its bulletin “Prices, Costs, 
and Output 1947-57,” a 77-page study 
prepared by Charles L. Schultze, econo- 
mist at Indiana University. On page 29, 
Table 2, the rate of gain for 1947-57 in 
Gross National Product (GNP) is given 
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as 47 per cent for this decade or 3.9 per 
cent per annum compounded. The growth 
of individual U. S. industries during this 
period was calculated by the CED to have 
been as follows, in the order of increase: 


Piblic’ Wiilities ........2..0.8. 128% 
Communications 92 
Finance and Insurance 
Transportation (except rail) .. 
Construction (contract) 

Retail Trade 

Manufacturing 

Services 

Wholesale Trade 

Mining 

Farming 

Rail Transportation 


Thus the utilities have “led the proces- 
sion” during the postwar period, and they 
will doubtless continue to do so according 
to industry plans as projected by the AGA 
and EEI. The most conservative EEI es- 
timate in electric output during the next 
forty years (see chart, page 854) indi- 
cates anticipated growth of over 5 per 
cent per annum. 


he of the importance of the growth 
idea is due to fallacious compari- 
sons with Russia’s rate of growth. Arthur 
Schlesinger, Jr., said to be a maker of 
current Democratic doctrine, estimates 
our growth in 1953-58 at only 1.6 per 
cent compared with Russia’s 9} per cent; 
and Leon Keyserling says that since the 
Korean War we have been growing at 
only a little better than 2 per cent a year, 
while the U.S.S.R. has achieved more 
than 10 per cent. But Colin Clark, the 
distinguished British authority on produc- 
tivity now associated with the Econo- 
metric Institute of New York, has “ex- 
ploded” the notion that the Soviet 
economy is growing faster than ours, ac- 
cording to Fortune. The high Russian 
figures are derived mainly from the period 
when that country was recovering from 
the devastation of war. Germany, Japan, 
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and Italy have shown similarly high an- 
nual growth rates under similar circum- 
stances. 

Growth in national production is due 
to two factors, population growth and 
man-hour productivity. Clark says that on 
a long-range basis (1913-56) Russia’s 
productivity rate was only 1.2 per cent a 
vear compared with the U. S. rate of 2.3 
per cent; and allowing for population 
gains, Russian increase in GNP was 2.5 
per cent versus 3.5 per cent for the U. S. 
3ut our population is now gaining at 1.8 
per cent a year; this increase combined 
with the long-term average of 2.3 per 
cent for productivity should produce bet- 
ter than 4 per cent growth in GNP. 


tmp spokesmen, however, 

want a 5 per cent rate of growth. 
The AFL-CIO is quoted as follows: 
“Only a balanced economy with a sus- 
tained growth rate of 5 per cent a year 
can provide a healthy relationship be- 
tween a fast-growing labor force and 
rapid increases in productivity and pro- 
ductive capacity.” Apparently the Demo- 
cratic policy makers would like to set up 
target goals for different industries, for 
national defense expenditures, and for 
heavier subsidies to depressed population 
groups or areas, The idea is reminiscent 
of the “five-vear plans” of Russia and 
China. 

To accomplish these ends the growth 
proponents think the government should 
institute consumer controls (less drastic 
than Russia’s, it is to be hoped), to- 
gether with wage and price controls, 
easier credit, and other methods usually 
reserved for wartime emergencies. 

But as Business Week points out, 
growth to be of sound character should 
reflect technological progress rather than 
mere government spending. Robert Silow 
of MIT has estimated that only 13 per 














cent of our increase in output per man- 
hour in the forty years ending 1949 was 
due to added capital, while 87 per cent 
was due to technological progress. In a 
study of current growth, Business Weck 
names 13 items (headed by transistors) 
which are now growing at the rate of 40 
per cent or more a year, ten that are gain- 
ing 30 to 40 per cent, and ten that are 
gaining 20 to 30 per cent. 


———— to another study, the U. S. 
growth rate averaged 3 per cent dur- 
ing 1909-57—1 per cent due to population 
gains, and 2 per cent due to increased pro- 
ductivity. To achieve the latter gain cur- 
rently, we are said to be spending about 
$75 billion a year or 15 per cent of GNP 
for investment in productive assets, and 
in research and education. To raise the 
growth rate from 3 per cent to 5 per cent 
as some liberal politicians and economists 
urge, the annual gain in efficiency must be 
doubled from 2 per cent to 4 per cent 
(unless population gains will continue at 
more than 1 per cent). To accomplish 
this we should logically have to spend 
$150 billion a year or 30 per cent of GNP 
for new facilities, education, and research. 
But whether so sudden an increase in such 
expenditures would be wise is another 
question. A more gradual approach would 
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seem necessary to avoid inflationary prob- 
lems and waste of funds. 

Both the electric and the gas utility 
companies, either individually or in 
groups, are stepping up their expenditures 
for research and development in basic pro- 
duction methods and in improvement of 
appliances. Thus they are meeting the po- 
litical challenge of the day, and reducing 
the danger of successful agitation for 
public ownership of utilities. 


¥ 


Long-term Forecast for Electric 
Power Output 


AX the result of an extensive survey of 
the entire nation over a period of 
months by a task force of utility experts 
(in addition to the routine studies made 
by the Electric Power Survey Committee ) 
the EEI has prepared forecasts extending 
to 1980 and 2000, as indicated in the 
charts on page 854. At the beginning of 
1960 investor-owned electric utilities had 
over 127 million kilowatts of generating 
capability. 

By 1970 they expect to more than 
double their capacity, bringing the total 
to 263 million kilowatts; and to meet 
the power demands of 1980, they expect 
to reach a capability of over 492 million 
kilowatts. This is nearly four times to- 
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CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


May 18, 1959-60 Range 
1 


4.54% 4.72% 4.23% 4.27% 3.58% 
4.57 4.76 4.24 4.34 3.61 
4.73 4.94 4.44 4.51 3.85 
4.91 5.19 4.71 4.96 4.20 
4.76 4.90 4.45 4.67 4.26 
3.95 4.13 3.71 4.98 3.81 
Spread—Common Stocks v. Al+ Bonds .. —0.59 —0.59 —0.52 +0.71 +0.23 


*Twelve industrial and two utility issues (high-grade). 


1958 Range 
960 High Low High Low 
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day’s total and almost twice that predicted 
for 1970. 


S UCH growth will of course involve rais- 

ing of tremendous new funds through 
sale of securities. The electric utilities now 
have about $43 billion invested in electric 
plant and equipment, and they will need 
about $52 billion for new construction 
during the 1960’s and over $91 billion for 
the decade ending in 1980—a total of 
$143 billion or over three times the pres- 
ent investment. 

Last year total electric output was 4,525 
kilowatt-hours per capita; by 1970 it is 
estimated that this will increase to 7,555 
and by 1980 to 11,800 kilowatt-hours. 
Thus the growth of population—esti- 
mated at 68 million by -1980—combined 
with the increased use per capita, accounts 
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for the projected increase in output. In 
1970 total output is forecast at about 1.2 
trillion kilowatt-hours, more than double 
that of 1959, and in 1980 at 2.3 trillion 
kilowatt-hours or nearly double the 1970 
figure. This growth will not however be 
uniformly distributed throughout the 
country. Based on charts contained in the 
EEI brochure “Meeting Tomorrow’s 
Power Needs,” the figures for different 
regions are as follows, ranked according 
to anticipated rate of growth: 


Percentage 
Increase 


Kwh. Output (Bill.) 
1959 1980 


South Central 66 408 
Southeast .. 365 
West Central 37 
Northwest .. 101 
East Central 485 
Southwest .. 179 
North Central 270 
Northeast .. 
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$143.3 Total 
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EXPENDITURES 
Billions of Dollars 


ELECTRIC COMPANY 
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and Equipment - 
Billions of Dollars 
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TREND OF UTILITY STOCK GROUPS 


Yeor-End Prices 


6 GAS PIPE LINES 


11 GAS 
DISTRIBUTORS* 
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10 “GROWTH IC 
ELECTRIC UTILITIES** UTILITIES © 


3 TELEPHONE 
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*Standord & Poor's Index ** PUF Index 
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lope figures indicate that the indus- 
trial renaissance of the South dur- 
ing the postwar period is expected to 
continue over the next two decades, over- 
shadowing growth in other sections of 
the country. A somewhat surprising fore- 
cast, however, is the relatively small rate 
of gain for the Southwest—California, 
Arizona, and Nevada—although these 
states are currently showing good popula- 
tion gains, with Nevada and Arizona 
heading the list of growth states. On the 
other hand, the West Central area, repre- 
senting the states of Colorado, the Dako- 
tas, and Wyoming, plus parts of Minne- 
sota, Montana, and New Mexico, makes 
a surprisingly good showing considering 
the fact that the Dakotas and Minnesota 
are usually considered’ rather “slow- 
growth” areas. 

What kind of power will produce the 
increased output forecast as above? Last 
vear investor-owned utilities had nearly 
112 million kilowatt steam capacity and 
12.5 million kilowatts in hydro. (Nuclear 
power production was only about half of 
one per cent.) By 1970 and 1980 the line- 
up is expected to be about as follows: 


Million Kw. Per Cent 
1959 1970 1980 Increase 


225 417 272% 
20 3925 92 
8 39 3,800 


253 481 282% 
The relatively small projected increase 
in hydro capacity is due to the fact 
that most of the worth-while hydro sites 
have already been developed; in future, 
hydro developments will be designed to 
meet special characteristics of area loads 
and there will probably be increased use 
of pumped storage hydro, such as the 
project now planned by Union Electric. 


| 


 pmaneaee nuclear power, the figures 
may prove to be on the conservative 
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side if a “breakthrough” should occur in 
reducing the cost of nuclear power. Some 
26 nuclear projects are now being carried 
on by 132 electric utility companies, indi- 
vidually or in various groups, involving 
total investment of $650 million. Seven- 
teen of these projects are for the construc- 
tion of nuclear power plants with a total 
capacity of 1.8 million kilowatts, three of 
which are already in operation. There 
are also possibilities that electricity may 
be obtained commercially by direct con- 
version from heat, chemical, or nuclear 
sources—without the use of turbines and 
generators — but this remains _prob- 
lematical. 

The Edison Electric Institute also re- 
cently issued its twenty-seventh Electric 
Power Survey, which forecasts the fol- 
lowing gains in peak loads for the years 
1958-63, by areas in order of growth: 


South Central 
Southeast 
West Central 
Northwest 
Southwest 
North Central 
East Central 
Northeast 


U. 8. Total 


Natural Gas Shares Reach 
New 1960 Peak 


pening by larger dividend pay- 
ment, natural gas industry common 
stocks in April recorded new 1960 high 
prices averaging $47.90 per share, the 


American Gas_ Association _ reports. 
AGA’s summary of data tabulated weekly 
by Moody’s Public Utilities showed cur- 
rent dividend rates of $2.13 a share are 
nearly 5 per cent above levels a year ago 
and yield a return of 4.45 per cent. 
Common shares of natural gas trans- 
mission companies reached a 1960 high 
of $58.06 during the month and yielded 
4.37 per cent. Dividends, which averaged 
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$2.54, were up 4.1 per cent from April, 
1959. Distribution company stocks also 
advanced to new 1960 price levels aver- 
aging $40.80 a share, representing a year- 
to-year gain of 2.7 per cent. Dividend 
payments climbed for the fourth con- 
secutive month. 

At the current rate of $1.80 a share, 
which reflects an annual gain of 11.1 per 
cent, these stocks return a yield of 4.41 
per cent to investors. 


> 


Railroads’ Passenger Deficit 
Shrinking 


f Gees railroads’ burden, the passenger 
service, seems to be lightening a little 
as a result of the increased attention the 
problem has received, including the con- 
structive legislation of two years ago, 
abandonment of some commuter trains in 
the East, and other factors. (See story in 


this department, September 10, 1959.) 
But much remains to be done if the rail- 
roads are to be relieved of this incubus 
and permitted to earn enough money to 


finance necessary modernization of facil- 
ities. 

The roads have been able to make 
money out of their passenger service in 
only four of the past twenty-four years— 
the wartime period of 1942-45, when gas 
for automobile travel was rationed. Fol- 
lowing is a summary of the figures pre- 
pared under Interstate Commerce Com- 
mission rules, which call for allocation to 
passenger service of not only direct pas- 
senger costs, but also a proportionate 
share of the expenses common to both 
freight and passenger services: 

Millions of Dollars 


Passenger Passenger 
Years Revenues Defiest 


Average for 1926-30 $905 ~ 
1931-35 392 . 
1936-40 419 $249 
1941-45 1,340 121** 
1946-50 457 
1951-55 667 
1956 697 
1957 724 
1958 610 
1959 500E 


E—Estimated. 
*Not available. 
**Surplus. 
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% Iner. 
5-yr. Div. Approx. 
In Sh. Earn. 4 Pay- ‘ook 
Recent Aver. i out =©Value 


2% 8% 75% $24 
Om ae 59 18 


5/17/60 =Divi- Recent 
Price dend Approx. Share 
About Rate seld Earns. 


American Elec. Power ... $1.80 3.5% $2.39Ma 

Arizona Pub. Serv. 42 1.20 2.9 *2,05Ma 

Arkansas Mo. Power .... 1.31Ma 3 

Atlantic City Elec. ...... *1.42Ma * 9 TE 

Baltimore Gas & Elec. ... 1.41De 8 ; 71 

Bangor Hydro-Elec. ...... 3.22Ma : ; 68 
4 


; 


UN MOwWh fh Shh & P O19 tn 
PNDADWONSRWUDYDANDONS 


Black Fills P. & L....00% 2.57Ja 58 
Boston Edison 3.69De 81 
Calif. Elec. Power *1.14Ma 
Calif. Oreg. Power *1.81De 
Calst. Pac. Util. 1.41Ma 
2.27Ma 
*1.43Ma 
2.24Ma 
2.45Ma 
2.78Ma 
2.36Ma 
*1.90Ma 
1.37Ma 
*1.37Ma 


We he 


SOSBSUECRSSKSSNSE 


Cent. 

Cent. 

Cent. 

Cent. 

Cent, Louisiana Elec. ..... 
Cent. Maine Power 

Cent. & South West 
Cent. Vermont P. S. .... 


— Te a 


bos 
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% Incr. 
5/17/60 Divi- Recent ” “Earn, Price- Div. Approx. 
(Continued) Price dend Approx. Share In Sh. 5-yr. Earn. P 
About Rate Yield Earns. Recent Aver. Ratio 


16.4 
18.3 
18.6 
~ 221 
16.9 
15.3 
16.7 
*15.3 
*16.3 
15.5 
15.2 


2.14Ma 
.71De 
2.95De 
1.13Ma 
2.66Ma 
3.72Ma 
1.50Ma 
*1.44Ma 
*3.81Ma 
3.61Ma 
3.22De 
1.62Ma 
2.44Ma 
2.20Ma 
*1.47Ma 


Cincinnati G. & E. 1.50 
Citizens Util. “B” 56 
Cleve. Elec. Illum. 1.80 
Colo. Cent. Power 
Columbus & S. O. E. .... 
Commonwealth Edison ... 
Community . 

COCO E ST 2s 7 Apes 
Consol. Edison 
Consumers Power 

Ce a. Oe 
OE de ae ae re 
Detroit Edison 

Duke Power 

Duquesne Light 

Past, Wisk, Assoc. ........ 
Edison Sault Elec. 

El Paso Elec. 

Empire Dist. Elec. 
Florida Power Corp. .... 
GIS ik) er 
Florida Pub. Utils, ...... 
General Pub. Util. ........ 
Green Mt. Power 

sent totates Wil. <...00062 
Hartford Electric 
Hawaiian Elec. 

clo! OD ae 
Idaho Power 

Illinois Power 
Indianapolis P. & L. ..... 
Interstate Power 

lowa Biec, L. & P. ...... 
iowa-ill. G. & E. ........ 
SOWA Se We So. bodes ssndes 
Iowa Pub. Service 

Iowa Southern Util. 
amas (ity P. & LL. ...: 
Mansas GG: & EB. ow... ss 2s 
COTS ge Sa 
Kentucky Util. 

Lake Superior D. P. .... 
Long Island Lighting .... 
Louisville G. & E. ........ 
Madison G. & E. 

Maine Pub. Ser. .......... 
Michigan G, & E. ........ 
Middle South Util. 
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3.39Ma 
3.07Ma 
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2.78Ma 
2.53Ma 
1.17Ma 
2.51Ma 
2.68Ma 
2.06De 
1.21Ma. 
2.15Ma 
3.18Ma 
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2.36Ma 
2.73De 
1.71Ma 
*2.08Ma 
2.61Ma 
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1.50Ma 
5.26Ma 
1.40Ma 
2.22F 
1.16Ma 
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*1.77Ma 
*2.15Ma 
3.24Ma 
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Montana Power 

New England Electric .... 
New England G. & E. .... 
SR io One 4 Ce 
Niagara Mohawk Power .. 
Northern Indiana P. S. ... 
Northern Sts. Power 
Northwestern P. S. ...... 
Ohio Edison 

Oklahoma G. & E. ....... 
Orange & Rockland Utils. . 
Otter Tail Power 

Pacific G. & E. 
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; 5/17/60 Divi- Earn. Price- Div. Appros. 
t rice en " ay- 00 
(Continued) About Rate td Recent Aver. Ratio out Value 


TEL Saag 2 Cae ec are 26 gy! 14.8 
Pri, TCE 5555 3 cist ara 05552 50 
Portland Gen. Elec. ...... 29 
Potomac Elec. Power .... 29 
Pub. Serv. of Colo. ...... 54 
[eo eg A Oe Cr 38 
Pub. Serv, of Ind) ....06%..< 44 
Pub. Serv. of N. H. ..... 19 
Pub. Serv. of N. Mexico . 
Puget Sound P.& L. ..... 
Rochester G: @ BH. ...s00 

2S Sue C0) Pe ee 

San Diego G. & E. ...... 
Savamian 8.22. oi ccste 
Sierra Pactnc PF: ii.cs se 

So. Calif, Edison 

So. Carolina E. & G. ..... 
Southern Colo. Pr. 

Southern Co. 

So. Indiana G. & E. ...... 

So. Nevada Power 
Southwestern E. S. 
Southwestern P. S. 

Tampa Electric 

Texas Utils. 

Toledo Edison 

-ueson-G: BL. & PP. .6.. 
Union Electric 

United Illum. 

Upper Peninsula Pr. ...... 
Utah Power & Light 

Witota, Bo OP. acs 5. i: 
Nash, Water Pr. ic..oc8s 
West Penn Elec. .......... 
West Penn Power 

Western Lt. & Tel. ...... 
Western Mass. Cos. 

Wise. HL br. (Gons)’ ..:. 
Wisconsin PF. @ Lb. ...cs.c 
Wisconsin P. S. 
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Foreign Companies 
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Amer, & Foreign Pr. .... 
Brazilian Traction 

BS COL ET, 6 20csecse 
Calgary Power 

Gatineau Power 
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Quebec Power 
Shawinigan Water & Pr. . 


6.3% $1.30De 
64De  D58 
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*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normal- 
ized the price-earnings ratio would be higher, and the rate of increase in share earnings would be smaller. 
**On average shares, D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over- 
counter or out-of-town exchange. S—New York Stock Exchange. Ja—January; F—February; Ma— 
March; Ap—April; My—May; Je—June; Jy—July; Au—August; Se—September; Oc—October; N— 
November; De—December. b—Also 5 per cent stock dividend May 1, 1959. c—Also 5 per cent stock 
dividend June 10, 1959. f—Also stock dividend of one-half per cent quarterly. h—Also 23 per cent stock divi- 
dend December 1, 1959, included in yield. i—Also 15 per cent stock dividend January 29, 1959. j—Also 3 per 
cent stock dividend (paid each year end) included in the yield. k—Also 5 per cent stock dividend Febru- 
ary 20, 1959. m—Also 5 per cent stock dividend June 15, 1959. n—Also 10 per cent stock dividend Novem- 
ber 20, 1959. o—Also 3 per cent stock dividend January 25, 1960. 
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Annual Convention of American Public Power Association 


N early May the American Public 
Power Association held its seventeenth 
annual convention at the Shoreham Hotel 
in Washington, D. C. The three-day 
conference had as its theme “Public 
Power—Democracy at Work.’”’ APPA is 
a national trade organization representing 
some 1,000 municipal and other types of 
local and publicly owned electric utilities 
in 42 states and Puerto Rico. 

The convention was addressed by a 
large number of government officials, as 
well as by representatives of the electric 
industry. Workshops and panel discus- 
sions were conducted and a large display 
of electrical equipment was on view. 

The keynote address, “Low Cost 
Power: Force for Regional Growth,” was 
delivered by Brooks Hays, director of 
TVA, and former member of Congress. 
He stated that since becoming a director 
of TVA his conviction had been con- 
firmed that public ownership is a good 
and necessary part of the electric indus- 
try. Without contending that it is any 
accurate “yardstick,” he said that public 
ownership is a “yeast” of competition in 
a field where monopoly could easily lead 
to inertia. Regarding public ownership of 
electric utilities, Mr. Hays said: 


. . . public ownership is not enough. 
JUNE 9, 1960 
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There are other essentials. The manner 
in which ownership is made to express 
pride and responsibility in the enter- 
prise itself is something to engage our 
best thought. We must be aware that 
the governmental mechanisms of which 
we are justly proud, and of which we 
are a part, are not self-operating. 

No magic propulsion carries knowl- 
edge of their functions and ideals ade- 
quately into the region’s daily life. Pub- 
lic service is a more meaningful phrase 
than public ownership. And though it 
is imperative that the ownership be 
clearly acknowledged, it is strength- 
ened when our policies and actions 
equate public ownership with the pub- 
lic interest. 


He believes that power at the lowest 
possible rates to the consuming public, 
consistent with sound finances, should be 
the aim of publicly owned systems. He 
views the publicly owned power systems 
as a spur to other segments of the in- 
dustry. 


7. Paut J. Raver, the head of Seattle 
City Light, and president of the 
APPA, reported that almost 2,000 local 
publicly owned systems now serve ap- 
proximately 23 million people in 48 states 
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and Puerto Rico. Another 16 million are 
members of rural electric co-operatives. 
In 1958, he said, local public systems had 
an estimated $5.3 billion investment. 

Dr. Raver foresaw a total plant invest- 
ment of $40 billion for local systems by 
1980, assuming that the rate of growth 
will remain consistent with that of the 
past decade. In his opinion local public 
power agencies benefit all the power con- 
sumers of the nation by production of 
low-cost power and by providing an ex- 
ample which stimulates private companies 
to keep rates down. Such activity is often 
more effective in keeping rates down than 
regulation, he said. 

The meeting of the nation’s electric 
power needs may well be one of the im- 
portant factors in determining our place 
in tomorrow’s world. Dr. Raver stated. 
He called upon the industry to join forces 
with state legislatures and the U. S. Con- 
gress to promote the economic health of 
the nation. Such economic health can be 
assured if legislation is enacted which 
will permit the industry to provide ade- 
quate quantities of low-cost power to all 
users. 


a of the Interior Seaton ex- 
pressed his confidence that the elec- 
tric industry could meet the continued de- 
mands placed on it. He said that it took 
10 pounds of coal to produce a kilowatt- 
hour of electricity in 1882, while last year 
nine-tenths of a pound produced the same 
amount of energy. Such savings have 
come about through more efficient gen- 
eration, higher transmission voltages, ad- 
vances in plant design, and more such 
advances are still to come. Within less 
than ten years the United States has 
progressed from a period of electricity 
shortage to one of plenty. The foundation 
has been laid for an ever-expanding 
future. 


Secretary Seaton attributes the ad- 
vances made to the climate which has 
permitted the development of water re- 
sources. This “climate,” he believes, was 
established by the Eisenhower adminis- 
tration. He states that the present ad- 
ministration had ended the “futile and 
foolish” federal policy of pre-emption of 
all water-power sites and had removed 
controls which had made it difficult for 
industry to design and obtain necessary 
equipment. 

The Eisenhower administration be- 
lieves, Secretary Seaton stated, that 
neither private nor federal interests have 
an exclusive right or responsibility for the 
construction of hydroelectric generating 
facilities. 


He said: 


We do believe that all licensed non- 
federal development must be consistent 
with the overall requirements of wise 
and multipurpose use of our natural re- 
sources. When nonfederal projects 
meet that test, why then should the 
federal government insist on pre- 
empting the site and preventing either 
private or public organizations from 
making their contribution in the electric 
power field? 


a was indicated by Mr. Seaton that he 
would support the right of any state 
or locality to make its own choice regard- 
ing the use of public, private, or federal 
power. He stated further than he would 
not support the “fallacious and danger- 
ous” proposition that the federal gov- 
ernment has a “public utility” responsibil- 
ity. Such a posi‘ion, he felt, would only 
lead to a federal monopoly and the com- 
plete lack of local determination and con- 
trol. His concept of the federal govern- 
ment, in relation to the power field, is 
that the government should step in only 
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“THAT HARRY—SLIPPED OUT EARLY AGAIN TONIGHT!” 


in the national interest and then only 
when nonfederal agencies cannot or will 
not do the job. 

In conclusion he warned that if the 
private or federal, could monopolize the 
control of the electric power field, on that 
day the public utility industry would be- 
gin to decline and the public power groups 
would lose their identity. 


Serger for future development 
of Pacific Northwest water re- 
sources was proposed by Mrs. Maurine B. 
Neuberger, U. S. Senate candidate from 
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Oregon. Mrs. Neuberger is the wife of 
the late Senator from Oregon. She called 
for an early agreement with Canada for 
development of the Upper Columbia river 
and the creation of a federally chartered 
corporation to finance new dams and 
transmission lines from power revenues. 

Mrs. Neuberger called for the develop- 
ment of hydroelectric potentials in view 
of the program of development under 
way in the Soviet Union. She stated that 
while the United States was cutting in 
half its federal investment in the develop- 
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ment of rivers the Russians have ac- 
celerated their program. She pointed out 
that it was ironic that Russia should turn 
to the development of her streams just 
at the time that the Eisenhower adminis- 
tration became inhospitable to the idea 
of federal multipurpose river projects. 


HE subject of “Small Size Nuclear 

Power Plants” was the basis of the 
address delivered by John A. McCone, 
chairman of the Atomic Energy Commis- 
sion. Mr. McCone played down Russia’s 
advances in the power-generating field. 
He pointed out that such advances are to 
be expected in any society which is under- 
going the transition from candle and oil 
lamps to the use of electric light. The 
most reliable forecasts estimate that in 
1970 the U. S. will produce about 1.5 
trillion kilowatt-hours of energy—600 
billion more than the most optimistic 
prediction for the Soviets. 

Mr. McCone cited the achievements al- 
ready made in atomic generation of electric 
power, but he pointed out that diligent 
effort must continue to solve the problem 
of producing low-cost competitive nuclear 
power from small- and medium-size units. 
The majority of the projects now com- 
pleted or under construction are plants 
of more than 50,000 kilowatts. Small 
plants are now expensive to construct. 
Low temperatures and low pressures pro- 
duced by nuclear plants require larger and 
more costly turbines. Comparatively, the 
atomic generator and its auxiliaries cost 
about 15 per cent more than equipment 
used in conventional plants. The nuclear 
reactor alone is four to five times more 
expensive than the boiler which it re- 
places. 

Mr. McCone believes that after a 
“shakedown” period a nuclear plant could 
be operated and maintained for about the 
same amount as a conventional plant of 


similar size. Fuel costs for the nuclear 
plant will be lower than in a conventional 
plant. However, as it stands today, this 
lower cost does not offset the very high 
capital charges that must be absorbed. 
Simplified design, standardization, and 
improved techniques of containment— 
i.e., shielding—are looked upon as the 
most promising areas for the reduction 
of plant costs. If such steam can be pro- 
duced at economical levels the problem of 
expensive generating units will be licked. 
The AEC intends to build such a super- 
heat reactor in Puerto Rico, and in South 
Dakota a 66,000-kilowatt plant is already 
well advanced. These projects may solve 
many of the existing superheat problems. 


i i problem of location of nuclear 
generating facilities is of special sig- 
nificance to the electric industry. Mr. 
McCone stated that the AEC is now de- 
veloping criteria, too, as an industrial 
guide. Each plant, however, raises sepa- 
rate and independent considerations with 
respect to the reasonable safety which 
must be afforded to the public. A tentative 
general statement of criteria has been is- 
sued by the commission, and, as more ex- 
perience is gained, this list will be revised 
and modified. 

Mr. McCone outlined the various pro- 
grams now under way to produce low- 
cost power from small nuclear reactors. 
Regarding these projects, he stated: 


. . . As our laboratories develop tech- 
nology indicating improvements lead- 
ing to lower-cost power, we will in- 
corporate these improvements in new 
demonstration and prototypes. 

Our criteria will be very simple: 
Will this idea contribute to the goal of 
cheaper and, therefore, more competi- 
tive nuclear power in the size range 
under consideration ? 
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We do not believe in building plants 
solely for the sake of building plants. 
Neither do we believe in building plants 
just for the sake of trying out a new 
idea. 

The commission must insist that a 
potential development be an important 
building block in its program. If this 
can be proven, we will go forward. If it 
cannot, we will continue further re- 
search and development in our labora- 
tories in hope that by so doing the 
economic value of the concept will be- 
come apparent. 


HE expense involved in translating 
of scientists’ and engineers’ ideas into 
working realities was demonstrated when 
Mr. McCone noted that expenditures of 
$300 to $400 million are required to bring 
an idea from the laboratory to the status 
of a finished reactor which will produce 
competitive power. The problems asso- 
ciated with the development of nuclear 
power, Mr. McCone stated, do not con- 
cern the theoretical arguments about the 
place of public and private power in our 
society and economy. Such arguments 
would only result in the slowing down of 
the development itself. He stressed that 
the advances made by the commission and 
the technological know-how will be 
shared with one and all on equal terms. 
Senator Aiken (Republican, Vermont) 
spoke to the convention on the general 
subject of “Looking Ahead in the Field 
of Public Power.” The forecast for the 
next ten years was drawn from Electrical 
World’s “Survey of the 60’s,” and “Re- 
search and Development.” The Senator 
pointed out that the question how public 
and co-operative systems will participate 
in the growth and technological advances 
will determine if the nation is going to be 


protected from a gigantic private power 
monopoly, embodied in a “power-com- 
pany-dominated, nation-wide grid.” He 
looks upon multiple-purpose river pro- 
grams, TVA, and the REA as powerful 
deterrents to such a power monopoly, and 
cautioned that in the years ahead the pub- 
lic power industry must be on guard to 
preserve the gains already made. 


( e~ general manager of the American 
Public Power Association, Alex 
Radin, delivered a report on the achieve- 
ments of APPA in the past year. He 
stated that the APPA now represents 
more than 1,000 municipal and other 
local publicly owned electric systems and 
that 40 new members were gained during 
the past year. The APPA has expanded 
its activities in the field of public rela- 
tions and a monthly newsletter is now 
published for association members, in ad- 
dition to the magazine Public Power. 

During the year past, the atomic energy 
service of APPA joined with the National 
Rural Electric Co-operative Association 
in sponsoring an information meeting on 
the Atomic Energy Commission’s invita- 
tion to consumer-owned utilities to sub- 
mit proposals on pressurized water re- 
actors. 

Mr. Radin noted that a large share 
of the time and effort of the APPA staff 
had been devoted to preparing for hear- 
ings by the House Ways and Means Com- 
mittee on tax proposals which would af- 
fect all publicly owned electric systems. 

Concluding his report to the convention 
Mr. Radin stated that the industry must 
continue to seek an abundance of low-cost 
power not for “self-aggrandizement”’ but 
for the important service rendered to the 


citizens of this nation. 
—C, M. B. 
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Electric Utility Relocation Expenses 


USTIN GAVIN, general counsel of the 
Pennsylvania Power & Light Com- 
pany, Allentown, Pennsylvania, recent- 
ly presented a paper on the subject of 
“Recovery of Electric Utility Relocation 
Expense” to the Edison Electric Institute 
Right of Way Conference. 

The expansion of all projects, such as 
highways, airports, and _ flood-control 
projects, creates an increased demand for 
electricity. However, such projects also 
result in the need for extensive relocation 
of utility facilities. Mr. Gavin estimates 
that in 1960 relocation costs due to high- 
way construction will come close to $135 
million. When a utility’s facilities are on 
a private right of way and must be relo- 
cated, due to some public work project, 
the utility is “clearly entitled” to reim- 
bursement since federal and state govern- 
ments cannot confiscate property without 
compensating the owner for his loss. It is 
established, Gavin stated, that where util- 
ity facilities on a highway are required 
to relocate (in the absence of a statute), 
the utility must bear its relocation ex- 
penses. This latter rule is based on the 
proposition that the utility has been per- 
mitted to use the highway only so long 
as it does not burden or interfere with the 
primary purpose of the highway. 

Gavin notes that the power of the gov- 
ernment to require relocation to another 
area within the highway and without com- 
pensation is limited to situations where 
the move is required by the exercise of a 
governmental function ; it does not extend 
to relocations caused by the government 
acting in a proprietary capacity. He 
states : 

.. . The leading case supporting this 


proposition is Los Angeles v. Los An- 
geles Gas & Electric Corp. (1919) 251 


US 32, 40 Sup Ct 76, where it was held 
that the city could not require the utility 
to assume the expense of relocating its 
facilities in order to accommodate the 
construction of a municipal electric 
system.... 


M® GaAvIN observes that in recent 
years there has been a growing feel- 
ing that the common-law rule requiring 
utilities to take on the relocation of facili- 
ties is both antiquated and inequitable. 
Prior to 1956 California, Connecticut, 
New Jersey, Vermont, and Wisconsin had 
enacted legislation providing for reim- 
bursement in whole or in part for such 
moves on certain highways. In 1954 Con- 
gress refused to include a section in the 
Federal-Aid Highway Act which would 
have authorized relocation expenses to be 
included as part of the highway cost. 

In 1956, a compromise was worked out 
in which a state which pays a relocation 
fee (assuming that such payments are not 
a violation of the laws of the state or any 
legal contract between the state and the 
utility) will be reimbursed for the gov- 
ernment’s part of the expense. As a result 
of this, legislation has been introduced in 
40 states providing for reimbursement in 
connection with federal-aid highway proj- 
ects. In 18 states these proposals have been 
enacted into law. 

Six states (Idaho, Massachusetts, Mon- 
tana, New Mexico, Tennessee, and Utah) 
have statutes that provide for reimburse- 
ment on all federal-aid highways. Tennes- 
see’s statute, however, provides that reim- 
bursement can take place on roads other 
than interstate systems only when undue 
financial hardship is involved. Reimburse- 
ment in the other 12 states is restricted to 
payments when interstate systems are in- 
volved. Delaware, Florida, Illinois, Iowa, 
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Maine, Minnesota, Nebraska, North Da- the legislature failed to pass the bill), 
kota, Oklahoma, Texas, Virginia, and and Texas. They have been held invalid 
Washington have such laws. Regarding in Idaho, New Mexico (this decision 


legislative activity in this field, Gavin was with respect to the 1957 law but 
states: in 1959 the law was re-enacted to over- 


_s come the constitutional difficulty), and 
Constitutional attacks have been Tennessee. Court tests are pending in 
made on a number of these laws. The the supreme courts of Utah, Montana, 
box score of this phase of the problem and North Dakota. 
at the present time stands as follows: 
Such laws have been declared valid in , p= proper measure of recovery, 
Illinois, Maine, Minnesota, New Gavin believes, is again bound up 
Hampshire (an advisory opinion but with the question of relocations on private 
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or public rights of way. There is a differ- 
ent legal basis when private property is 
involved as compared with reimburse- 
ments for utilities located on a public right 
of way. 

Gavin’s discussion is limited to the 
proper measure of recovery for a utility 
from private right of way. He notes that 
in general it is argued that the intent of 
legislators has been to put the utility in 
the same position it would have been had 
it not been forced to move. Agreement is 
not unanimous on the method of deter- 
mining the cost of substitute facilities and 
the “equivalence” which puts the utility 
in a position that it would have been had 
it not been forced to move. 

In the most simple cases, there is a large 
degree of agreement. Such cases would 
exist when a utility would be moved from 
one right of way to another. In such in- 
stances compensation requires payment in 
full for the entire cost of the new right 
or way, labor, transportation, and ma- 
terial costs for installing at the new loca- 
tion. Even in a case where existing facili- 
ties cannot be relocated but must be re- 
moved and rebuilt there is a large area 
of agreement. 

The first major snag in determining 
compensation arises from the question of 
whether there should be a credit for de- 
preciation. Gavin breaks his discussion of 
depreciation into the following three ma- 
jor sections: (1) basis for depreciation 
credit; (2) no depreciation credit; (3) 
depreciation credit for major and inde- 
pendent segments. 


IX relocating a facility no “betterment” 
is involved. However, those who favor 
the depreciation credit position do so be- 
cause of the belief that the new facility— 
even if it is an exact duplicate of the for- 
mer plant—will have an extended life, 
above and beyond that of the plant it is 


replacing. Proponents thus argue that un- 
less there is a depreciation credit the util- 
ity ends up in a better position than before 
the relocation. Gavin points out that the 
means of determining the amount of de- 
preciation varies from “expert” to expert 
and that such differences tend to bewilder 
the “nonexpert.” Assuming that a ratio 
or percentage is arrived at, then the ques- 
tion arises as to whether the percentage 
credit should be applied to the original 
cost of the old plant or to the cost of the 
replacement. 

Regarding this disparity of opinion, 
Gavin states: 

Analysis of the mechanics and the 
reasoning, or lack of it, for each of the 
many different views is beyond the 
scope of this paper. This much is clear. 
Even among those who agree that a 
depreciation credit is allowable there 
are substantial differences in how the 
amount of the credit is to be deter- 
mined. 


. i second section of the depreciation 
discussion is devoted to the view that 
no depreciation credit should be allowed. 
This position is predicated on the belief 
that the utility has received only the equiv- 
alent of what it had before the move and 
that since neither company nor customer 
has received any benefit from the move, 
neither should they pay for part of the 
expenses involved in the move itself. Of 
course this position discounts the fact that 
there may be an extended life expectancy 
for the newly located plant. Gavin ob- 
serves that less than 20 per cent of all util- 
ity property retirements are due to phys- 
ical deterioration. The remaining 80 per 
cent of retirements is attributed to such 
factors as actions on the part of govern- 
mental authority (such as changes in util- 
ity system operation rendering the facility 
unnecessary), whether catastrophe, obso- 
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lescence, etc. Gavin notes that it has been 
the experience of the Pennsylvania Power 
& Light Company that only 25 per cent 
of its pole replacements are due to phys- 
ical condition. It is his contention, there- 
fore, that in 80 per cent of the cases the 
service life of a relocated facility will not 
be extended as the result of such reloca- 
tion. 

The last section on depreciation ex- 
amines the contention that a depreciation 
credit is only applicable when a move in- 
volves a major and independent segment 
of the utilitv system. This is the official 
view of the United States Bureau of Pub- 
lic Roads. It is stated by Gavin that in 
these days of integrated and intercon- 
nected utility systems it would be very 
difficult to qualify under this view. The 
reason for allowing a credit for deprecia- 
tion in such cases is the fact that the new 
facility can be expected to provide a full 
and complete service life after the date 
of its installation. Further, this service 
life will not be abbreviated by the shorter 
remaining service life of some other fa- 
cility with which the replacement is asso- 
ciated. 


HE Bureau of Public Roads, accord- 

ing to Gavin’s analysis, tends to the 
“no depreciation” position except that the 
bureau does contemplate some circum- 
stances where a utility would receive a 
benefit—such as where a major and in- 
dependent segment is involved which 
would have a predictable increase in serv- 
is a part. 

Gavin believes that although the bu- 
reau policy directive (Policy and Pro- 
cedure Memorandum 30-4) has intro- 
duced some problems for the electric in- 


dustry, the difficulties associated with deal- 
ing with depreciation credit are avoided 
in most cases. By requiring a credit only 
in the case of a “major and independent 
segment,” the bureau has brought in- 
creased attention to the basis for allowing 
a credit in the first place. 
Gavin states: 

Thus, the bureau’s position is 
clear, if it cannot be shown that the 
relocation involves a major and inde- 
pendent segment which will provide an 
extension in service life, there is no 
benefit and no credit is required. This 
affirms the validity of the conclusion 
that it is predictable that in most cases 
the new relocation will not live any 
longer than the older one would have. 
The correctness of this can be demon- 
strated by examples from each utility’s 
experience. 


Peel concludes that a utility should 
be satisfied that it is getting a benefit 
before it agrees that a depreciation credit 
is applicable to a given relocation. He 
stresses the fact that in many cases retire- 
ment will result from causes other than 
deterioration and no benefit and no basis 
for a depreciation credit will be found. 
It is the responsibility of the utility indus- 
try to bring these ramifications to the at- 
tention of government agencies since 
those unfamiliar with utility operations 
may tend to overlook them. The Bureau 
of Public Roads’ position that the con- 
trolling factor is whether or not the relo- 
cation can be expected to result in an ex- 
tension of service life has put the utilities 
in a better position to urge the “no depre- 
ciation” concept in other quarters. 
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Civic Organizations Help the Community 


a enlightening comment on the value 
of charitable and civic organizations 
from the viewpoint of a utility official 
were recently made by J. T. Jones, vice 
president and general manager of The 
Empire District Electric Company, Jop- 
lin, Missouri, at the Oklahoma Utilities 
Association meeting of the accounting sec- 
tion earlier this year. He is also a member 
of the Joplin city council. 

Mr. Jones warned against the tempting 
pitfall of forgetting about established 
businesses of a town and the concentra- 
tion on getting new businesses. He con- 
ceded the importance of aggressively 
striving to attract new business, but he 
stressed the fact that it was the old, es- 
tablished businesses that were the back- 
bone of any community. They employed 
people, paid taxes, supported community 
activities, etc. 

Speaking of civic groups, Jones had 
this to say: 


.. . Let’s take a look at what the civic 
groups mean to the elected representa- 
tives of the city—the city council. A 
city council has many time-consuming, 
trivial matters to take care of, and, at 
least in the manager-council form of 
government, the councilmen do not re- 
ceive pay and, therefore, must make 
their livelihood at a business. They do 
not have the time to serve as city plan- 
ners, idea developers, and pulse feelers 
and fund raisers. They certainly con- 
tribute more than their fair share of 
time to their community in their normal 
functions in the council chamber. 


We then, will do the city planning, 
idea developing, etc. ? The civic group 
membership, generally speaking, includes 


some of the ablest men’s brains in the com- 


munity—men who are willing to give 
it their time and talents. They will bring 
to the city government, Jones said, recom- 
mendations, support, plans, and will rep- 
resent public opinion in discussions with 
the council. They—as a group with no 
ax to grind—can and will defend the gov- 
ernment against unwarranted attacks by 
disgruntled citizens. A city government 
and a utility which will work hand in hand 
with the civic organizations in the com- 
munity, and solicit their ideas and their 
support, will reap the rewards of com- 
munity harmony and development. 

Civic groups, too, in addition to their 
contributions in city planning and formu- 
lation of public opinion, are in most cases 
highly responsible for bringing business 
into the community. They also represent 
the orderly, progressive thinking of the 
community. Jones stated: 


... The civic groups give us our think- 
ing power, or the brain; the business 
gives us the body that holds the com- 
munity together; and my next subject 
gives us the heart. That is the charitable 
organizations of the community. Prob- 
ably one of the greatest problems in our 
community, as well as other communi- 
ties, are the indigents. 


ee of indigents, the aged, the unem- 
ployable, the young, and the delin- 
quents, Jones said, is helped to a great 
degree by charitable groups that band to- 
gether to provide homes for the aged and 
nursing institutions. The charitable or- 
ganizations are usually the unsung heroes 
of our cities. They are run as a rule by 
kind and dedicated people that generally 
do not involve themselves in matters of 
franchises and political issues that are all 
important to utilities. 
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Atomic Waste Sites Picked 


ane tmen burial grounds for solid 
radioactive wastes have been estab- 
lished on the Atomic Energy Commis- 
sion’s National Laboratory Grounds at 
Oak Ridge, Tennessee, and at the reactor 
testing station near Idaho Falls, Idaho, 
according to an AEC announcement. 
These atomic waste sites will be available 
immediately for disposal of atomic wastes 
for licensed operators, the commission de- 
clared. 

Types of radioactive wastes which are 
included in the AEC’s land burial policy 
include broken glassware, paper wipes, 
rags, ashes, animal carcasses, laboratory 
equipment, and other matter. Liquid 
wastes are stored in specifically designated 
underground storage tanks at Savannah 
River, South Carolina, Hanford, Wash- 
ington, and Oak Ridge and Idaho Falls. 
The AEC will designate later permanent 
sites for burying atomic wastes to serve 
the various parts of the country. 


The March of 
Events 


Gas Industry Will Double 


HE president of the American Gas 

Association, Wister H. Ligon, at the 
opening session of the combined distribu- 
tion and transmission conference in May, 
estimated that the 1,450 U. S. gas utility 
and pipeline companies would double their 
construction outlays and expand the na- 
tion’s gas network by nearly 50 per cent 
during the sixties. He said gas utilities 
and pipelines would spend at least $28.3 
billion for expansion in the next ten years. 
Expenditures in the fifties were $14.2 
billion, he said. 

Gas industry forecasts, Ligon reported, 
indicate customers will increase by an es- 
timated 40 per cent in the next ten years. 
He said the industry would have to add 
more than a quarter-million miles to its 
gas network, increasing it from today’s 
596,000 to 878,000 miles by 1970. He 
pointed out that expansion was vital to 
the industry in order to increase the num- 
ber of its customers inasmuch as most 
companies are operating at capacity. 


California 


Gas Rate Hike Asked 


crease which would provide $26.6 million 
in additional annual revenue. 


eee Gas AND ELEcTRIC COMPANY 
has asked the California Public Utili- 
ties Commission to approve a gas rate in- 
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The company requested that one-third 
of the rate boost go into effect August 











25th, date of a scheduled hike in wholesale 
prices by its supplier, El] Paso Natural 
Gas Company. 

Of the total requested boost in revenue, 
$9.8 million would go to El Paso and 
$16.8 million to meet other rising costs, 
PG&E said. It asked for the remaining 
two-thirds “as soon as possible.” 


THE MARCH OF EVENTS 






The company has obtained four in- 
creases since 1954. Gas and electric rates 
have climbed steadily since 1950, after 
several years of rate reductions. The com- 
pany pointed out that even if the commis- 
sion grants the present request, house- 
holders will be paying the same rate for 
use of gas and electricity as paid in 1936. 


Illinois 


Boiler Fuel Sale Complaint 


lero for the Peoples Gas Light 
& Coke Company have asked the 
Illinois Commerce Commission to dismiss 
a complaint filed by coal interests seeking 
to halt sale of gas as interruptible boiler 
fuel. The complaint by coal interests states 
that rates charged for this service are 
“fixed at a price below coal” and that as a 
result coal sales have been adversely af- 
fected. 

Peoples Gas maintains that rates for 
interruptible service are higher than the 


incremental cost of providing the service 
and below the price of competitive fuels 
in accord with standards set by the Illinois 
supreme court in the Produce Terminal 
case in 1953. Peoples pointed out that if 
it could not dispose of surplus gas to in- 
terruptible boiler fuel customers, the loss 
in revenues would be reflected in increased 
cost of service to its firm residential, com- 
mercial, and industrial customers. It said 
such a result would be contrary to the 
interests of the gas-consuming public at 
large. 


Indiana 


Appeals Held Nontransferable 


§ in state supreme court has ruled that 
appeals from decisions of the Indi- 
ana Public Service Commission cannot be 
transferred to it but must be decided by 
the appellate court. 

In an opinion written by Judge Arch 
N. Bobbitt, the supreme court said the 
appellate court cannot vote evenly on an 
appeal from the commission and then 
transfer the case to the high court for de- 
termination. 

The appellate court in September, 1958, 


had been asked to void a commission or- 
der for a long-distance telephone rate in- 
crease for 180 companies which had not 
asked for the boost. 

The rate hike was granted to Indiana 
Bell Telephone Company in an order which 
said all telephone companies in the state 
could raise their rates to match Indiana 
Bell. 

Thereupon Public Counselor George L. 
Diven appealed the ruling to the appellate 
court. When it voted 4-4 on the case, it 
was transferred to the supreme court. 


Nebraska 


FPC Authorizes Gas Sale 


HE FPC has authorized five inde- 


pendent producers to sell natural gas 


to Northern Natural Gas Company of 
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Omaha, Nebraska. The agency condi- 
tioned its approval on the basis that the 
five producers limit their charge to 17 
cents per thousand cubic feet. 
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Federal Power Commission’s decision. 

Connole contended the 17-cent price 
was too high, arguing that recent sales 
in the area from which the gas would 
be drawn had been running at 15 cents or 
Connole dissented from the less. 


New York 


The producers had wanted to charge 20 
cents. They are Gulf Oil Corporation, 
Shell Oil Company, Barbara Oil Com- 
pany, Jacquelin Anderson, and Pickrell 
Drilling Company. Commissioner Wil- 
liam R. 

































































































































































State Urged to Spark Atom 
Program 

N a move to turn over more detail work 

on atomic power to the states, the fed- 
eral government has asked New York to 
take the lead in a new federal-state pro- 
gram. Under this program the states would 
assume some degree of responsibility for 
the peaceful uses of atomic power. Both 
the AEC and President Eisenhower have 
written Governor Rockefeller asking his 
co-operation. 

The President’s letter stressed the fact 
that there was a need to increase the func- 
tions and responsibilties of the states as a 
safeguard against excessive centralization 
of governmental power. AEC expressed 
the hope that New York would serve as 


an example for other states in handling 
the civilian aspects of atomic energy. An 
amendment to the Atomic Energy Act per- 
mits the states to control, within their 
borders, radioactive isotopes, natural ura- 
nium and thorium, and fissionable mate- 
rials amounting to less than a critical 
mass. 

Governor Rockefeller has promised 
New York will co-operate with the fed- 
eral government and said he would press 
for an agreement that would serve a 
“valuable precedent in safeguarding the 
public health and safety and in introduc- 
ing into the regulatory control of atomic 
activities the competence and high regard 
for the public interest which exists among 
state authorities.” 


Washington 


PUD’s Plans Attacked in 
Petition 
me NorTHWEST POWER COMPANY 
has filed a petition charging the Wash- 
ington Public Power Supply System with 
“conspiracy” to block the private utility 
group from needed power supplies. 

Power Supply System is an organiza- 
tion of nine public utilities whose pro- 
posal for a Nez Perce dam snagged plans 
of PNP for a dam on the Salmon river at 
the High Mountain Sheep site. 

The conspiracy accusation was con- 
tained in a petition filed with the Federal 
Power Commission, asking it to intervene 
against the PUD’s in their proposal. 
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PNP, a combination of four private 
utilities, including Washington Water 
Power Company, said the public power 
group “has not qualified and cannot in the 
future qualify under the Federal Power 
Act as an applicant for a license.” 

The petition also charged that the PUD 
group conspired with the Northwest Pub- 
lic Power Association and the National 
Hells Canyon Association to “hamper and 
delay” a hearing on PNP’s High Moun- 
tain Sheep application. 

PNP contends the Nez Perce proposals 
are for “an inferior project” and opposed 
the long delay in hearings asked by the 
public power group. 
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Trends and Topics 


Contributions by Public Utility Corporations to 
Charitable Enterprises 


| ones the early view, in the nineteenth century, that philanthropic contri- 
butions by corporations were improper and ultra vires, the common law 
has come to recognize such contributions not only as legitimate expenses of 
business but as the discharge of an obligation. The legislatures of more than 
40 states now have authorized corporate donations for philanthropic purposes. 
But there is still a difference of opinion as to the propriety of charging such 
donations as an operating expense of a public utility corporation. This ques- 
tion was discussed in Pusiic UTILITIES FoRTNIGHTLY, November 10, 1955, 
at page 830. 


Right to Make Donations 


Last year a complaint was filed against Illinois Bell Telephone Company 
challenging the legal authority of the company to “give away” $290,000, or 
any sum whatever, or to donate the paid services of its executives and em- 
ployees, to the Community Fund-Red Cross Crusade of Mercy campaign or 
any other organization or institution. The Illinois commission, after an ex- 
tensive discussion of the question, dismissed the complaint. The essential 
character of nation-wide corporate giving to Community Chests and United 
Funds was recognized. 

The commission was satisfied that the work of these welfare and health 
agencies is of vital importance to the maintenance of community stability, that 
corporate contributions inure to the ultimate benefit of the donors through 
the building of good will and the strengthening of the economic well-being of 
the community, and that charitable contributions by public utilities may be a 
lawful and proper item of expense. A public utility company is dependent 
on the economic and social strength and well-being of the community it serves, 
and by helping to prevent delinquency and social decay, such contributions 
serve to deter vandalism and damage to the utility plant and equipment. 
Although the commission was not ruling on the question of allowance of such 
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donations as an operating expense, it expressed the view that the company 
was not overcharging its subscribers $290,000, or any other amount, by reason 
of its contributions (32 PUR3d 385). 

Even in states where contributions have been disallowed as an operating 
expense the policy of making such gifts has been approved. The Washington 
commission, for example, said that its disallowance of donations as an oper- 
ating expense was not to be construed as prohibiting the making of such 
donations. The owners of the utility are entirely free to make as many and 
as large contributions as they may desire (8 PUR NS 293, 312). The Texas 
Railroad Commission disallowed donations as an operating expense but said 
it was in hearty accord with the desire of everyone who is financially able to 
make contributions to charity (20 PUR NS 89, 121). 


Allowance as an Operating Expense 


Regulatory authorities have disallowed these contributions as an operating 
expense in California (21 PUR3d 48), Michigan (29 PUR3d 133; 32 PUR3d 
395), Missouri (20 PUR3d 195), Pennsylvania (16 PUR3d 207), West 
Virginia (27 PUR3d- 365), and Wisconsin (23 PUR3d 388). They have 
continued the policy evidenced in several cases mentioned in PusBiic UTILITIES 
FoRTNIGHTLY, November 10, 1955, at page 830. 

The New Jersey commission, subsequent to the ruling by the state supreme 
court (100 PUR NS 379) approving allowances as reasonably necessary in 
the rendition of service, disallowed a claim for charitable contributions be- 
cause it was unable to find that the items had an “effect upon the creation 
of the service and are thus reasonably necessary in the rendition of service 
to the consumer.” (24 PUR3d 181.) The court later remanded the case for 
further findings as to the rate base, without making a ruling on the question 
of donations (29 PUR3d 87). 

The Delaware supreme court, however, in reviewing the Diamond State 
Telephone Company rate case, concluded that modest contributions to im- 
portant local charities made to preserve community good will should be 
allowed as an operating expense. It agreed that the commission might dis- 
allow them if the contributions were unreasonably large or if they were not 
related to the fostering of the good will of the company in the locality in 
which it operated (28 PUR3d 113). 

The New Hampshire supreme court similarly ruled that charitable contri- 
butions in modest amounts and for public purposes may properly be allowed 
as a business expense of an electric company. The commission had expressed 
the view that such contributions are vital to establish and improve public 
relations and are in a category with advertising (30 PUR3d 61, upholding 
commission decision 27 PUR3d 113). 

The Wyoming commission, in fixing rates for Mountain States Telephone 
& Telegraph Company, said that this company along with most all other 
companies—regulated and unregulated—made contributions to charities such 
as the Community Chest, Red Cross, Heart Association, Wyoming TB Asso- 
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ciation, and perhaps other nondenominational organizations. The company 


contended that it was obligated as a citizen in the respective Wyoming com- 
munities to carry its share of the contributions to such charitable institutions. 
The commission said that while it was aware of the fact that regulatory com- 
missions reach divergent views with respect to including this expense and it 
would be justified in allowing or disallowing these contributions, it had 
examined in detail the contributions made and found them to be reasonable, 


and it permitted them to be included as operating expenses (27 PUR3d 259). 








Review of Current Cases 


Expense of Purchasing Stand-by Capacity 
Major Issue in Electric Rate Case 


FN eesn issue in the recent Pennsyl- 
vania Power Company rate case con- 
cerned the reasonableness of the com- 
pany’s expense claim of $362,292 for pur- 
chasing stand-by capacity based on a con- 
tract in effect between it and its parent, 
Ohio Edison Company. Complainants 
contended that contract provisions for es- 
tablishing reserve capacity transactions 
were derived from the erroneous concept 
that each company operated independent- 
ly. They sought elimination of present 
stand-by capacity charges and the substi- 
tution of applicable charges for reserve 
capacity excess or deficiency based on sys- 
tem capacity and the relative peak de- 
mands of the two companies. 

The Pennsylvania commission noted 
that ample evidence existed in support of 
the concept that the company did not 
operate as an independent company. 
There was a single dispatching center in 
Ohio which controlled the company’s op- 
erations as a part of the system. The two 
companies co-ordinated their plans for 
adding generating and transmission fa- 
cilities. 

Pennsylvania Power’s common stock 
was owned 100 per cent by Ohio 
Edison. The president of Ohio Edison 


was also president of Pennsylvania 
Power. 

Two courses could be pursued in meas- 
uring the propriety of the claimed annual 
charges for stand-by capacity, the com- 
mission said. The first course was upon the 
basis of considering that both companies 
were operated as one integrated system. 
But such a course required also that the 
cost (including fixed charges) of genera- 
tion and related transmission of both com- 
panies be pooled rather than a pooling 
solely for the purpose of determining 
stand-by capacity responsibilities of each 
company. Data necessary to reach conclu- 
sions in this regard were not of record. 

The second course, the commission con- 
tinued, would be for Pennsylvania Power 
to have installed throughout the years 
generating capacities as an independent 
and self-sustaining entity, in which event 
individual generating units of substan- 
tially smaller capacities would have been 
installed instead of the two large units 
actually in service. 

In the absence of reliable data neces- 
sary to apply either of the yardsticks, the 
commission allowed the annual effect of 
the actual monthly payments made for 
stand-by capacity by Pennsylvania Power 
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to Ohio Edison during two months of the 
test year. On an annual basis, this resulted 
in $158,616. 


Supersession Discount for Trended 
Original Cost 


In determining a fair value rate base, 
the commission held that trended original 
cost was an acceptable measure of value, 
when properly derived, and that it was 
required to give appropriate considera- 
tion thereto. In arriving at this measure 
of value, the company had utilized Handy- 
Whitman indexes, which complainants 
asserted were erroneous because the fac- 
tors produced fallacious estimates. 

Complainants contended that the 
trended original cost estimate should be 
discounted for supersession, Supersession, 
as defined by the complainants, was “the 
phenomenon constantly taking place of 
the adoption of new products and new 
methods of construction or fabrication.” 

The commission noted that, although 
it might accept complainants’ definition in 
the sense that it was peculiar to the trade, 
it disagreed with their conclusions. The 
statement by complainants to the effect 
that application of the supersession theory 
to plant valuation did not imply the use 
of substitute plant was, in the commis- 
sion’s opinion, erroneous. 

While complainants propound an ad- 
justment of fair value to give effect to 
supersession, the commission said, they 
readily admit it is difficult to ascribe spe- 
cific amounts to various elements of plant. 
In fact, the application of any discount 
to a proper trended original cost measure 
of value would be in direct conflict with 
the very purpose of trending. 


Trending Materials and Supplies and 
Contract Services 


The company had also used the Handy- 
Whitman index for trending materials, 
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supplies, and contract services, and had 
claimed an increase of $15,429 as a re- 
sult. It claimed that such expenses were 
similar to items included in construction 
costs and, therefore, the total construc- 
tion and equipment index which was used 
in trending plant values was appropriate 
to use in trending expenses. 

The commission disagreed. The evi- 
dence did not indicate that the company’s 
use of a general index, derived from aver- 
age cost trends and designed to show 
fluctuations and property values, was 
wholly applicable to specific expense items, 
such as dollars expended for charts, meter 
repair parts, and tree clearing, recorded 
during the test period. The commission 
concluded that a higher price level at the 
end of the year for some materials, sup- 
plies, and services which were charged to 
operating expenses during the test year 
was offset by a decreased price level of 
other expenses and that, therefore, the 
actual dollars which were recorded as ex- 
penses fairly represented a current level. 


Income Taxes 


The company’s claim for income taxes 
was based on depreciation deductions cal- 
culated by the straight-line method and on 
the accelerated amortization of emergency 
facilities over a five-year period. During 
the years 1954 and 1955, the company had 
elected to use accelerated depreciation 
based upon the declining-balance method, 
but on January 1, 1956, had reverted to 
use of the straight-line method. 

Complainants took no exception to the 
company’s use of accelerated amortization 
of emergency facilities for tax purposes, 
and averred that the accumulated taxes 
resulting from this method represented 
tax deferrals rather than a permanent tax 
saving. However, complainants contended 
that the company had erred in failing to 
take advantage of the declining-balance 











method of depreciation as permitted by 
law, and claimed that such method re- 
sulted in a tax saving rather than a tax 
deferral. They claimed that the commis- 
sion should allow only the federal income 
tax which would have resulted if the com- 
pany had continued to take advantage of 
declining-balance depreciation rather than 
continue to use the straight-line method. 
The commission refused to make an 
adjustment to income tax expense because 
of the company’s continued use of 
straight-line depreciation for tax purposes. 
It pointed out that a utility had the pre- 
rogative of electing depreciation for in- 
come tax purposes by either the straight- 
line method or accelerated by the declin- 
ing-balance method, and that it would not 
interfere with such prerogative. 


Attrition Increment Denied 


The company claimed that its compos- 
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ite cost of capital failed to provide a re- 
ward for good management, lag in earn- 
ings, and for possible adverse market con- 
ditions at some future time when addi- 
tional financing might be required. The 
commission rejected the claim for attri- 
tion of earnings resulting from regulatory 
lag. The informed investor’s knowledge 
of regulatory lag, the commission said, as 
well as normal risks of financing, are re- 
flected in the market prices of utility se- 
curities, which evidence is considered in 
arriving at the allowed rate of return. 
Increases in labor and material expenses 
are matters to be dealt with separately 
without providing a premium in rate of 
return for assumed future costs. 

A return of 5.9 per cent on the fair 
value rate base was considered reasonable. 
Pennsylvania Pub. Utility Commission 
et al. v. Pennsylvania Power Co. C. 17195 
et al. March 28, 1960. 


Equity Cost Markup to Offset Inflation Rejected 
As Unacceptable Current Valuation of Equity 


| ene Sounp Power & LicHTt Com- 
PANY has obtained authority from the 
Washington commission to increase rates 
sufficiently to afford a rate of return of 
6.25 per cent on an average net invest- 
ment rate base. The company had pro- 
posed higher rates which would have re- 
turned 6.32 per cent on the same valua- 
tion. Its rate of return at the time of the 
proceeding was found to be only 5.40 per 
cent and was held inadequate. 


Cost of Equity Capital 
The company’s principal witness, in de- 
termining the cost of equity, selected a 
group of similar companies and computed 
their average earnings-price ratios for the 
period 1954-58. He also computed the 
ratios of earnings to net proceeds and to 








price to the public for the same period 
for stock offers of all “A” and “BAA” 
rated electrics. These ranged from 6.63 
to 7.47 per cent, and the witness adopted 
6.8 per cent as his final earnings-price 
ratio. He then adopted as a reasonable 
capital structure 57 per cent debt, 8 per 
cent preferred, and 35 per cent common 
equity. At this point, instead of applying 
the capital cost rates to the capital struc- 
ture to arrive at cost of capital, the wit- 
ness weighted the 35 per cent equity ratio 
by 1.6, which, in effect, increased it by 60 
per cent, before applying the equity cost 
rate. The result was a figure of 6.8 per 
cent. 

The witness explained that the markup 
in equity was to provide sufficient earn- 
ings to keep the market value of the com- 
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mon stock sufficiently above book value 
to offset the decline in the value of the 
dollar. In effect, said the commission, this 
signifies the use of current value rather 
than original cost for the common stock 
portion of the rate base and could not be 
accepted. If the markup was intended to 
provide for growth, the commission 
pointed out that growth in equity earn- 
ings arises from the reinvestment of re- 
tained earnings, and from the sale of stock 
at net proceeds in excess of book value, 
during a period of reasonable earnings. 
If the upward adjustment was to com- 
pensate for growth, it was again unsup- 
portable. 

The commission observed that if the 
6.8 per cent earnings-price ratio developed 
by this witness was increased by 8 per 
cent for financing costs and pressure, a 
cost of equity of 7.4 per cent would be 
obtained. The latter figure is close to a 
7.9 per cent cost of equity figure devel- 
oped by the commission from other stud- 
ies made by the same witness. Using 7.9 
per cent, a cost of capital of 5.78 per cent 
was found. This, said the commission, 
provides valid evidence of the cost of 
capital and fair rate of return. And this 
cost of capital figure was substantially be- 
low the 6.25 per cent fair rate of return 
developed by the staff’s witness. 

The testimony of the staff witness dem- 
onstrated, said the commission, “rather 
convincingly that concurrent earnings- 
price ratios used with skill and judgment 
provide an acceptable measure of the cost 
of equity, the concurrent earnings-price 
ratios being but slightly different from 
ratios based on future earnings.” The 
commission indicated that it accepts the 
skillful use of properly selected, carefully 
analyzed and checked earnings-price ra- 
tios. They reflect investors’ opinion of the 
investment status of utility stocks relative 
to all other possible investment media. 
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This witness determined earnings-price 
ratios, adjusted for cost of financing and 
pressure, ranging from 7.45 per cent for 
Puget Sound itself to 8.03 per cent for a 
group of comparable utilities. Adding a 
safety factor, he arrived at a cost of 
equity of 8.75 per cent. He then computed 
a cost of capital of 6.17 per cent based on 
an equity ratio of 35 per cent. This figure 
was rounded to a 6.25 per cent fair rate 
of return. 

The commission approved 6.25 per cent 
as a reasonable rate of return, pointing 
out that this would enable the company to 
maintain its credit and compete in the 
money markets for needed capital. 


Year-end Valuation Not Warranted 


Puget Sound initially asked the com- 
mission to consider reproduction new or 
trended original cost as a basis for deter- 
mining the rate base. While it relinquished 
this position and accepted the net original 
cost basis, it urged the use of plant in- 
vestment on a year-end basis. The com- 
pany argued that average investment does 
not allow for inflation, attrition, or regu- 
latory lag. 

The commission observed that the com- 
pany’s load growth during past years has 
more than offset the effects of inflation 
and attrition. Moreover, the company had 
never before requested a general rate in- 
crease and admitted that the instant case 
was being processed expeditiously, so that 
the problem of regulatory lag did not ac- 
tually arise. Average investment was 
therefore adopted. 


Load Growth in Test Period 


Instead of using the company’s 1958 
pro forma test year, which contained no 
allowance for load growth subsequent to 
1958, the commission adopted the staff’s 
suggested test year of 1960. The company 
had estimated 1960 operations, and the 
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staff restated the estimate, using the com- 
pany’s budget estimates which had been 
prepared and submitted to the commis- 
sion under existing laws and regulations. 
Load growth was thus considered in this 
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test period data in determining the com- 
pany’s revenue deficiency. Washington 
Pub. Service Commission v. Puget Sound 
Power & Light Co. Cause No. U-9150, 
April 1, 1960. 


Telephone Rate Increase and Revision of 
Prompt Payment Discount Authorized 


HE Nebraska commission authorized 

a small telephone company, serving 
about 367 urban subscribers and 167 rural 
subscribers, to increase rates to a level 
calculated to yield a return of 5.81 per 
cent upon a net book value rate base. The 
company provides common battery type 
service to urban subscribers and magneto 
type service to switching subscribers in 
the rural area. All the lines in the town 
were metallic and the telephones were all 
of a hand-set type. The company was au- 
thorized to eliminate rates for wall and 
desk type telephones for that reason. 


Prompt Payment Discount 

The company has a prompt payment 
discount plan. Until now the town sub- 
scribers were billed monthly and were en- 
titled to a 25-cent discount if the bill was 
paid on or before the fifteenth of the 
month billed. The rural subscribers have 
been billed on a quarterly basis and have 
been entitled to 30 cents per quarter if the 
bill was paid on or before the fifteenth 
day of the second month of the quarter 
billed. 


The company was authorized to change 
the amount of the discount for its town 
subscribers to 50 cents per month if paid 
on or before the tenth of the month billed, 
and a discount of $1.50 per quarter for its 
rural subscribers if paid during the first 
month of the current month billed. 


Optional Service 


The company successfully proposed an 
optional service offering to service station 
lines. A switching line user desiring com- 
mon battery service and an applicant for 
common battery type telephone might ob- 
tain the same, provided the line is proper- 
ly metallized, for an additional monthly 
charge of 50 cents per telephone. Then 
the instruments would be maintained and 
repaired at the applicant’s expense, pro- 
vided the switcher delivers the phone to 
the town for such repairs. The commis- 
sion concluded that the proposed rates 
and service rules were just and reasonable 
and in the public interest. Re Bassett- 
Springview Teleph. Co. Application No. 
22119, April 13, 1960. 


Certificate Not Required for Electric Company Extension 
Into Territory Served by Co-operative 


HE Alabama supreme court, revers- 
ing a lower court, held that Alabama 
Power Company was not required to ob- 
tain a certificate from the commission be- 
fore constructing a transmission line to a 
limestone crushing plant located 44 miles 








from the company’s nearest distribution 
line. 

The applicable statute provides that 
no transmission facilities shall be con- 
structed “except ordinary extensions of 
existing systems in the usual course of 


JUNE 9, 1960 















































PUBLIC UTILITIES FORTNIGHTLY 


business,” until a certificate is obtained. 
Southern Pine Electric Co-operative, Inc., 
won an injunction from the lower court 
preventing Alabama Power from operat- 
ing the line, constructed during the pro- 
ceeding, until it obtains a certificate. 

No electrical service of any kind was 
being provided at the plant site at the time 
the suit was filed, but the co-operative 
maintained a one-phase line within about 
1,650 feet of the plant. Apparently the co- 
operative was providing adequate service 
in the area and was ready, willing, and 
able to serve the plant. The 44-mile line 
of the power company would cost about 
$18,000, and a necessary substation to 
serve the area would cost between $25,000 
and $50,000. Anticipated annual revenue 
would amount to approximately $6,000. 

In a brief opinion, the court indicated 
that the statute should not be construed 
as requiring a certificate for construction 
of this kind. It took this position “be- 
cause the record shows that the Alabama 
Public Service Commission has never 
acted to require such a certificate even 
though utilities, including the Alabama 
Power Company, have in the past filed 


& 


with the commission reports showing 
similar activities.” 


Dissent Cites Competitive Aspect 


An extended dissenting opinion pointed 
out that the purpose underlying the re 
quirement of a certificate for extensions 
other than ordinary extensions of an ex- 
isting system in the usual course of busi- 
ness, is to withdraw the unrestricted right 
of competition between utilities rendering 
service of the same kind and to prevent 
waste incident to a duplication of facili- 
ties. It is not an ordinary extension of an 
existing system in the usual course of 
business, it was said, where, as here, the 
construction involves an extension into a 
community or territory not being served 
by the extending utility, and where the 
purpose is not simply to enable the utility 
to maintain good service or to provide bet- 
ter service for its existing system and cus- 
tomers. This is particularly true in this 
case, said the dissenting justices, since the 
territory is already being served by an- 
other utility. Alabama Power Co. v. 
Southern Pine Electric Co-op. 118 So2d 
907. 


Co-operative Fails in Territorial Invasion Complaint 
But Gains Utility Status and Certificate 


HE Colorado supreme court sustained 

the state commission in holding that 
Union Rural Electric Association, Inc., 
had no standing to complain that two cer- 
tificated electric utility companies were 
invading its service area. Since, at the 
time of the complaint, the co-operative 
was not a public utility, it had no service 
area to be invaded. 

Only a month prior to its complaint, 
the co-operative had amended its articles 
of incorporation by deleting the provision 
that it should render no service to the gen- 
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eral public and by altering its purpose to 
serve “members only” to read “members 
and customers.” Claiming that it should 
be regarded as a public utility for the pur- 
poses of the complaint, the co-operative 
pointed out that it was serving anyone 
who wanted service and who would be- 
come a member. And membership, it was 
said, was almost an automatic procedure. 
But the commission and the court rejected 
this position. Membership was actually 
required for service by the co-operative, 
and the co-operative had not, in fact, held 
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itself out to serve the public in general 
at the time of the complaint. 


Certificate Grant 


Some time after the modification of the 
articles of incorporation of the co-opera- 
tive, it actually held itself out to serve the 
public, and this fact was recognized by 
the commission in granting a certificate 
to operate as a public utility in the area 
around Brighton, Colorado. The court ap- 
proved this grant in so far as it permitted 
Union to serve its then members and cus- 
tomers, excepting, however, those mem- 
bers and customers residing in incorpo- 
rated towns and cities and in areas pre- 
viously certificated to protesting electric 
public utilities. It was pointed out that the 
commission may well have concluded that 
proof of rendition of this service for a 
long period of time was sufficient proof 
of public convenience and necessity to 
warrant the issuance of a certificate to 
continue the service. 

The commission had made no complete 
or final determination as to the rights of 
Union and the certificated utilities in the 
area to make further extensions of facili- 
ties and service. The question had been 
left unresolved and subject to piecemeal 
solution by requiring the interested par- 
ties to make application for authority to 
undertake specific extensions. The court 
agreed with the commission that no sufh- 
cient showing of public convenience and 
necessity had been made to warrant set- 
ting aside an exclusive service territory for 
Union. At the time Union acquired public 
utility status in 1957, the contested area 
was already completely served through 
extensions lawfully made by certificated 
public utilities. 

The record indicated to the court, how- 
ever, that the existing certificated utilities 
had for many years been ready, willing, 
and able to render adequate service to the 


contested area, and there was no proof 
that any additional service by Union was 
required or desirable. It was, therefore, 
held that the commission acted contrary 
to the evidence in concluding that the pub- 
lic convenience and necessity required 
Union to serve in the uncertificated and 
unincorporated territory. 

The court declared that the utilities al- 
ready certificated should be permitted to 
extend their lines in this territory without 
restrictions by the commission predicated 
on alleged rights of Union claimed to 
have been acquired prior to its gaining 
public utility status. As a necessary corol- 
lary, said the court, the commission has 
no authority to grant Union any rights of 
extension in the area except upon proof 
that adequate service is not otherwise 
readily available from the existing utili- 
ties and that public convenience and neces- 
sity require extensions by Union. 


Removal Order Modified 


The commission had directed Union to 
remove its facilities from incorporated 
towns and cities and from areas previous- 
ly certificated. Union attacked the com- 
mission’s authority to order its facilities 
removed, indicating that at least a portion 
of the facilities affected were an integral 
part of its electric system and necessary 
to the rendering of service to its present 
members and customers. 

The court recognized that the commis- 
sion has broad regulatory powers to desig- 
nate location of facilities and also reloca- 
tion or removal of them, But in exercis- 
ing this power, the interests of the public 
must be given first and paramount con- 
sideration. The court thought the public 
interest would best be served by an order 
directing discontinuance of service by 
Union in the specified areas and removal 
of only such facilities as may deter the 
certificated utilities serving the areas from 
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rendering adequate, economical, and efh- 
cient service. 


Dissent Urges “Fact” Test 


Three dissenting justices would affirm 
the findings of the commission in this 
case. 

They pointed out that if the “fact” 
test rather than the charter test were ap- 
plied, then Union has for a long time op- 
erated as a public utility because it has not 
only set out to serve the users in the area 


HE Pennsylvania commission, in 

granting a telephone company a rate 
increase which would produce a return of 
6.17 per cent on the depreciated original 
cost rate base, discussed the method of 
determining cost of common equity capi- 
tal. The use of earnings-book value ratios 
as a measure of the cost of equity capital, 
said the commission, should be rejected. 
These ratios indicate the rate of return 
actually earned on common equity capital 
originally invested or accumulated in a 
utility, but they are not a measure of re- 
turn required by investors under present 
conditions. Therefore, they do not repre- 
sent evidence of the cost to attract com- 
mon equity capital currently. 

In determining a reasonable cost rate 
for common stock money, the commission 
measured cost on the basis of representa- 
tive current earnings-market price ratios, 
which allows a return for equity capital 
based on the rate actually required by in- 
vestors in the current market. 


“Sage” 


The commission held that the company 
had properly excluded all plant, revenues, 
and expenses attributable to the “Sage” 
operation (semiautomatic ground environ- 
ment). This represented an investment in 
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Cost of Equity Measured by Earnings-market Ratio 


specialized nontelephone facilities for the 
U. S. Air Force, and could not be con- 
sidered property in use for general service. 


but has aggressively sought new members 
and has never rejected a member. More- 
over, said the dissenting justices, Union 
has actually served while the utility com- 
panies stood by waiting for the popula- 
tion to develop so as to make the opera- 
tion profitable. They, therefore, thought it 
unfair and unrealistic to penalize Union 
for its prior failure to obtain recognition 
as a utility. Public Service Co. of Colo- 
rado v. Colorado Pub. Utilities Commis- 
sion et al. 350 P2d 543. 


Measures of Value 


The company had submitted two meas- 
ures of value—original cost and a fair 
value computation. The commission held 
that the original cost determination was 
acceptable for the purpose of the proceed- 
ings. 

With respect to the fair value com- 
putation, the company claimed that a prior 
commission order had allowed an amount 
for fair value which was approximately 
10 per cent above original cost. In the 
present instance, the company had ap- 
plied the 110 per cent ratio to its depre- 
ciated original cost claim, and had added 
an amount from materials and supplies, 
to derive its estimated fair value. 

A fair value finding by the commission 
applies only at the specific time to which 
such finding is related, the company was 
told. The ratio of fair value to original 
cost obtaining at one date is inapplicable 
at any other time because of changes in 
plant, accrued depreciation, and, no less 
important, changes in price levels. Never- 
theless, the company’s proposed rates did 
not produce an excessive return even 








when measured solely by the company’s 
original cost rate base, the lower of the 
two claimed measures of value. 


Pension Plan Costs 


The company claimed additional oper- 
ating expenses to annualize the estimated 
cost of a new pension plan which became 
effective at the end of the test year. The 
claimed amount was based upon a study 
made by a firm which specialized in such 
work and represented the contribution re- 
quired by the company to fund the nor- 
mal cost plus the accrued liability of the 
plan over a period of twenty years. The 
commission noted that the plan was pat- 
terned after that of other telephone com- 
pany pension plans and provided for pay- 
ments at age sixty-five on the basis of a 
formula tied to the years of service. The 
company’s claim was accepted. 


Storm Damage Expenses 


Additional expenses were claimed to 
normalize, over a period of five years, 
hurricane and severe storm damages. Ex- 
traordinary maintenance expenses result- 
ing from hurricanes and severe weather 


Bie California commission, in a recent 
case, was faced with the question of 
which of two telephone companies should 
be allowed to serve contiguous territory 
which had never been served previously. 
One of the companies contended that it 
should be allowed to serve for two rea- 
sons. 

One reason was that the territory 
in question would become a self-contained 
community in the future and that the 
company would be able to serve it as well 
as the complaining utility. The second rea- 
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First to File Rule Not Paramount Factor 
In Awarding Service Area 


conditions had occurred in past years and 
could be expected to recur in future years, 
the commission noted. Although the com- 
pany had suffered no such damages dur- 
ing the test year, it was reasonable to al- 
low the company’s claim. 


Rate Case Expenses 


The company claimed an annual 
amount of $11,000 for rate case expense. 
This claim was based upon the company’s 
expenses of $55,000 in its last rate case 
which the commission had allowed to be 
amortized over a five-year period at $11,- 
000 per year. The commission was unable 
to determine from the record the amount 
of expenses incurred in connection with 
the proposed rates. It appeared that the 
extensive studies made for the prior case 
were not repeated for this case, and, there- 
fore, the commission considered the pres- 
ent claim excessive. The commission held 
that the total allowance should not exceed 
$10,000, and amortized that amount over 
five years. Pennsylvania Pub. Utility 
Commission et al. v. Commonwealth 
Teleph. Co. C. 17211, C. 17216, February 
23, 1960. 






son was that the company had filed on the 
area before the complaining utility did. 

With respect to the first contention, the 
commission held that the record did not 
show that the area in question would be- 
come a self-contained community in the 
foreseeable future and for that reason the 
contention was without merit. However, 
the company’s other contention had to be 
accorded great consideration. 

Normally, pointed out the commission, 
a utility which takes the initiative in at- 
tempting to serve previously unserved 
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areas should be favored. In the present 
case, however, it was the commission’s 
opinion that the public interest so over- 
whelmingly favored service in the area in 
question by the complainant, that the con- 
siderations in favor of the first to file 
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were overcome and that the complainant 
should be allowed to serve the area in 
question. Pacific Teleph. & Teleg. Co. v, 
General Teleph. Co. of California, De- 
cision No. 59746, Case No. 6301, Febru- 
ary 29, 1960. 


State Court Entertains Actions on Gas Refund Contracts 
Involving Void State Minimum Price Order 


HE Delaware supreme court held that 

actions by Cities Service Gas Com- 
pany to recover from producers, pursuant 
to refund contracts, the difference be- 
tween the filed contract price and a higher 
price compelled by a Kansas minimum 
price order, later declared void ab initio, 
were actions not founded upon any liabil- 
ity created by the Natural Gas Act, but 
upon private contracts deriving their force 
from state law. A lower state court, to 
which the producers sought a writ of pro- 
hibition, therefore had jurisdiction, and 
the high court denied the writ. 

After the Phillips decision of 1954, the 
suppliers unilaterally filed with the Fed- 
eral Power Commission the Kansas mini- 
mum price order as a part of their rate 
schedules and claimed that the rate pre- 
scribed in the order was the existing rate 
on June 7, 1954. In order to avoid state 
penalties pending review, Cities paid the 
increased price under protest, noting on its 
checks to the suppliers that it expected a 
refund of the overpayments. The checks 
were cashed without objection, thus creat- 
ing refund contracts. In 1958 the mini- 
mum price order was invalidated by the 
U. S. Supreme Court. 

The producers argued that Cities could 
not recover payments in excess of the con- 
tract price since the only lawful price for 
gas was fixed first by the minimum price 
order and later by the filing and accept- 
ance of the order with the Federal Power 
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Commission as a part of the producers’ 
rate schedules. On the other hand, they 
urged alternatively, if the Natural Gas 
Act excludes the state order, then juris- 
diction over Cities’ claims, which, it was 
said, involve a liability or duty created 
by the act, would be vested exclusively in 
the federal courts by the Natural Gas Act. 


Unilateral Filing a Nullity 


It is settled that the Natural Gas Act, 
unlike the Interstate Commerce Act, does 
not abrogate private rate contracts as 
such, the court pointed out. Since Cities 
never agreed to the increased rate set by 
the minimum price order, the filing of the 
order by the suppliers was not an agreed 
change in the existing contract rate. Also, 
since the minimum price order was held 
void ab initio, the unilateral filing of it 
was a nullity and the contract rate was the 
only lawful rate. 


Actions Not Based on Gas Act 


The court observed that if a producer 
and a distributor may agree under the 
Natural Gas Act to fix a rate, and to 
change it from time to time, absent any 
proceeding before the commission to regu- 
late the rate, why may they not agree that 
the rate to be paid shall be the contract 
rate if the rate imposed by a state com- 
mission is held invalid? This, it was 
pointed out, was what the parties here 
had agreed upon. Cities’ claim, therefore, 
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did not arise from any liability created by 
the Natural Gas Act, but upon private 
contracts deriving their force from state 
law. There was no issue as to the reason- 
ableness of the rate, nor any attempt to 
adjudicate a proper rate, as the suppliers 
argued. 

Rejecting another contention that § 
4(a) of the act creates a liability for the 
repayment of excessive charges, the court 
noted that the prescription of the statute 
is a standard for the commission to apply 
and, independently of commission action, 
creates no rights which courts may en- 
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force. Also rejected was a contention that 
Cities should have attacked directly be- 
fore the federal commission the filing of 
the state order as a part of the rate sched- 
ules. While the rule requiring exhaustion 
of administrative remedies would apply 
to a suit in the federal courts attacking 
the reasonableness of the rate, said the 
court, the rule would not apply in this 
case since no attack is made upon the filed 
rate, which has been held to be the gas 
contract rate. Columbian Fuel Corp. et al. 
v. Delaware Superior Court et al. 158 
A2d 478. 


Rush-hour Transit Surcharge Disapproved 
Along with Future Rate Schedule 


6 he District of Columbia commission 
allowed the D. C. Transit System, 
Inc., a substantial rate increase in the 
company’s second rate proceeding since 
the issuance of its franchise in 1956. The 
new fare structure provides for a 25-cent 
cash fare, five tokens for one dollar, and 
a 10-cent school fare. 

The first part of D. C. Transit’s appli- 
cation proposed a rush-hour cash fare of 
25 cents, a nonrush-hour cash fare of 20 
cents, a token fare of 20 cents, and a 
school fare of 10 cents. In support of the 
rush-hour fare, it was urged that since 
operating expenses are highest during 
rush hours, the rush-hour riders should 
pay a higher fare. The commission would 
not go along with this reasoning, observ- 
ing that while it is true that operating ex- 
penses are highest during rush hours, it 
is also true that the greatest number of 
riders use the transit facilities during the 
same hours. Since the company failed to 
demonstrate that the cost per rider is 
greater during rush hours, the commis- 
sion could find no justification for the 
proposed surcharge. 


Future Rate Schedule Disapproved 


Under a second schedule proposed to be 
established a year in the future, the cash 
fare would be increased to 25 cents at all 
times. 

The commission held that the com- 
pany’s estimates of operating results for 
1961 and 1962 were too unreliable to sup- 
port future rates. It regarded the twelve 
months ending September 30, 1959, as 
the latest practicable test period available 
to determine the actual level of earnings, 
and that the calendar year 1960 was an 
appropriate period for forecasting future 
operating results. 

The operating and economic uncertain- 
ties of the transit industry in general, by 
reason of the trend of decline in passen- 
gers and increase in operating costs, are 
such as to render long-range prophecies 
of little value as a basis for fixing rates, 
said the commission. This is particularly 
true where the company is engaged in a 
major conversion from street railway to 
bus operations. For these reasons, this 
unique request for approval of future 
rates was denied. 
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Operating Ratio Tested 


Under the 1956 Franchise Act, it was 
made a matter of legislative policy that 
the rate of return determination be shifted 
to a gross operating revenue basis as soon 
as conditions warrant. In administering 
this policy, the commission had required 
the company to show substantial progress 
in converting from street railway to bus 
operations and in adopting a firm pro- 
gram of gradual replacement of old buses. 

Although the company had substantial- 
ly met these requirements, the commission 
did not agree that the adequacy of earn- 
ings should be measured entirely on the 
basis of gross operating revenues. It re- 
quired the reasonableness of the return 
under that method to be checked by the 
“rate base-rate of return” method. In any 
event, the commission pointed out, the 
theory employed in determining the 
amount of revenue required by a transit 
company is immaterial so long as the end 
result—the amount allowed—is adequate 
to meet interest requirements, pay reason- 
able dividends, retain a reasonable pro- 
portion of earnings in the business, pro- 
vide a margin for unforeseen contingen- 
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cies, and attract capital needed for future 
requirements. 


Return Allowance 


In arriving at the fair value of the 
company’s properties, the commission av- 
eraged depreciated original cost and the 
substantially lower purchase price paid 
by D. C. Transit to its predecessor, Capi- 
tal Transit. The commission calculated 
that a rate schedule consisting of a 25- 
cent cash fare, along with a 20-cent token 
and a 10-cent school fare, would afford a 
return of 4.10 per cent on gross operating 
revenues, or 7.14 per cent on the rate base. 
It considered these return figures reason- 
able. 

A resultant return of 25 to 30 per cent 
on equity capital was also held reasonable 
in view of the company’s relatively low 
percentage of equity capital and the risk 
inherent in the transit industry. The com- 
mission observed that the cost of capital 
method is inappropriate in determining a 
proper rate of return for a transit com- 
pany. Re D. C. Transit System, Inc. 
PUC No. 3628, Formal Case No. 471, 
Order No. 4631, March 31, 1960. 





Other Recent Rulings 


Petition for Reconsideration, The 
Florida supreme court held that a petition 
for reconsideration and revocation of a 
for-hire permit, filed by persons not 
parties to the proceedings in which the 
permit was issued, could not be said to 
be a petition for rehearing. Central Truck 
Lines, Inc. et al. v. Boyd et al. 116 So2d 
770. 


Employee Protection against Merger. 
Even though the Interstate Commerce 
Commission provides for the protection 
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of employees adversely affected by a rail- 
road merger, an employees’ collective 
agreement implementing the commission’s 
order takes the place of the order in so 
far as the two relate to the same subject 
matter, and an action to enforce rights 
thus founded on contract cannot be main- 
tained as an action to enforce the com- 
mission order, a federal district court 
held. Arnold et al. v. Louisville & N. R. 
Co. 180 F Supp 429. 


Omission of Examiner's Decision. The 
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U. S. district court held that the Inter- 
state Commerce Commission had not 
abused its discretion in omitting an ex- 
aminer’s recommended decision in a case 
where it held a carrier’s schedule of lower 
rates unlawful, since the commission may 
do so in a case where it finds that due and 
timely execution of its functions requires 
the omission. Watson Bros. Transp. Co., 
Inc. v. United States et al. 180 F Supp 
732. 


Scope of Certificate Authority. Point- 
ing out that a motor carrier has no au- 
thority except that granted by the com- 
mission, the Tennessee supreme court 
held that authority to serve “all inter- 
mediate points” could not be read into a 
motor carrier certificate authorizing serv- 
ice between a designated city and certain 
named points on specified routes. W. H. 
Chambers Truck Line, Inc. v. Parker et 
al. 332 SW2d 189. 


Subscription Radio Service. The U. S. 
court of appeals held that the Federal 
Communications Commission erred in 
formulating a rule restricting FM li- 
censees from furnishing advertising-free 
radio music on a subscription basis, except 
by multiplexed transmission, since broad- 
casting remains broadcasting even though 
a segment of those capable of receiving 
the signal are equipped to delete a portion 
of the signal. Functional Music, Inc. v. 
Federal Communications Commission et 
al. 274 F2d 543. 


ICC Construction. The U. S. district 
court held that the ICC’s interpretation of 
the term “municipality,” as used in an act 
excluding the transportation of property 
in interstate commerce wholly within a 
municipality or between contiguous mu- 
nicipalities, as excluding New England 
type towns from the term “municipality” 
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was not contrary to the intent of Con- 
gress or the National Transportation Act. 
Palmer Lines, Inc. v. United States, 179 
F Supp 629, 


Competitive Sprinkling Rates. The 
Idaho supreme court held that it would be 
unjustifiable to require a water company 
providing high-pressure domestic service 
to charge a relatively high rate for lawn 
sprinkling merely to protect another com- 
pany providing low-pressure irrigation 
water to a few city customers for lawn 
sprinkling. Re Boise Water Corp. 349 
P2d 711. 


Utility Relocation Costs. The Texas 
supreme court held that a statute author- 
izing the state to pay for the relocation of 
utility facilities necessary for highway 
improvement if such relocation is eligible 
for participation in the federal interstate 
and defense highway program is not un- 
constitutional as establishing unreasonable 
classifications, constituting a release of 
obligation of the state, or a gift or loan of 
credit of the state. Texas v. City of Aus- 
tin et al. 331 SW2d 737. 


Crossing Costs. The Oregon supreme 
court held that a statute authorizing the 
commission to direct a railroad to main- 
tain safety devices at crossings found to 
be dangerous and requiring the railroad 
to pay all costs related to the maintenance 
of the devices was not a violation of 
the railroad’s constitutional rights. Union 
P. R. Co. v. Hill et al. 349 P2d 1090. 


Nonoperating Revenue. The Indiana 
commission held that income received 
from investments held by a transit com- 
pany is nonoperating revenue and is not 
to be considered as a part of operating 
revenue for the purpose of applying the 
operating ratio theory in the determina- 
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tion of the company’s tariff. Stettler et al. 
v. Indianapolis Transit System, Inc. No. 
28335, January 22, 1960. 


Station Agency Discontinuance. The 
Indiana commission stated that whether a 
railroad should be permitted to dispense 
with a station agency in a particular com- 
munity depends largely upon whether the 
economic waste caused by that agency’s 
continued operation outweighs local bene- 
fit and convenience to the public. Re New 
York C. R. Co. No. 28407, January 29, 
1960. 


Revocation Requires Hearing. A public 
hearing is necessary to revoke a certifi- 
cate, in the same manner required to issue 
a new certificate or to amend one already 
in effect, the Vermont supreme court 
pointed out. Re Hathorn’s Transp. Co., 
Inc. et al. 158 A2d 464, 


Gas Rate Increase. The Idaho commis- 
sion granted a gas company a rate in- 
crease of 10 per cent in residential sched- 
ules and 5 per cent in industrial and in- 
stitutional interruptible schedules. Re Jn- 
termountain Gas Co. Case No. U-1034-8, 
Order No. 5537, February 26, 1960. 


Electric Utility versus Co-op. The Mis- 
souri commission held that a member of 
the public who requested service from a 
privately operated electric company was 


entitled to receive such service although — 


he was presently receiving service from a 
co-operative, where both the co-operative 
and the company legally operated in the 
area and where he was dissatisfied with 
the co-operative service. Diekroeger et al. 
v. Missouri Power & Light Co. et al. Case 
No. 14297, April 14, 1960. 


Electric Transmission Line Extension. 
The Illinois commission granted an elec- 
tric company’s application for permission 
to construct, operate, and maintain an 
electric transmission line extension, in or- 
der to provide facilities to meet increased 
demands, upon a showing that the route 
of the new line was the most direct and 
economical and had been planned so as to 
cause the least damage to the areas 
traversed and would promote the con- 
venience of the public. Re Central Illinois 
Electric & Gas Co. No. 46507, March 8, 
1960. 


Conversion of Refund Contracts. The 
California commission denied a water 
company permission to convert a substan- 
tial amount of subdivider refund contracts 
into 3 per cent preferred stock on a dol- 
lar-for-dollar basis, in view of the com- 
pany’s main extension rule which pro- 
vides for the termination of revenue re- 
fund contracts on the basis of their pres- 
ent value. Re Campbell Water Co. De- 
cision No. 59777, Application No. 41154, 
March 15, 1960. 


Gas Company Return. The Connecticut 
commission granted a gas company a rate 
increase which would produce a return of 
5.2 per cent. Re Bridgeport Gas Co. 
Docket No. 9882, March 25, 1960. 


Exclusion of Property Losses. The 
Wisconsin commission stated that it dis- 
approved of the inclusion in the rate base 
of an item labeled “Unamortized Extraor- 
dinary Property Losses,” representing 
property that was no longer used and 
useful by a gas company supplying nat- 
ural gas in an area previously served with 
manufactured gas. Re Northern States 
Power Co. 2-U-5335, April 1, 1960. 
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cost $50 million; size 134,000 kw. 


The electric utility industry continues to report record-breaking expansion 


and development of generating and distribution facilities all over the United 


States. Here ts an impressive collection of statements by company executives 


describing the organization activities contributing to such spectacular growth. 


HE theme selected by the Edison 

Electric Institute for its 28th 
annual convention at Atlantic City, 
New Jersey, June 6-8, 1960, is 
“Leading the World in Electric 
Power—The American Way.” It is 
no coincidence, therefore, that the 
individual reports received from elec- 
tric utility executives, in response to 
a request from the Editor of this pub- 
lication, reflect the activities which 
have given rise to such unparalled re- 
sults. 

Simply glancing through the open- 
ing paragraphs of the following col- 
lection of messages from these com- 
pany leaders will give the reader the 
impression of a recurrent note. “Last 
year—1959—was a record-breaker” 
and “1960 will be even better.” With 
few exceptions, the story is repeated 
in different ways, in terms of plant 
expansion, service sales, program de- 
velopment and added customers. In 
some areas, such as Florida, where 
the population has doubled every 
twenty years in the last century, the 
population growth factor is most 
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Francis X. WeEtcH, Editor 


spectacular. In other areas the de- 
velopment of new business, that is to 
say new kinds of business and new 
ways of doing business, has resulted 
in more kilowatt-hour sales and plant 
expansion. But whatever the dom- 
inant reason, the end result is the 
same. Bigger and better are the words 
constantly repeated through these in- 
dividual statements. 

In the light of this phenomenal 
testimony of industrial success, cer- 
tainly the theme of the EEI meeting 
is a timely one. Nowhere in the 
world today, Soviet Russia included, 
has the challenge of fulfilling a public 
service obligation been met so suc- 
cessfully. Nowhere else has such a 
high proportion of the general popu- 
lation been given access to so much 
plentiful and reliable essential service, 
meeting every reasonable demand and 
need of every consumer or would-be 
consumer. This truly is the American 
way and it is strictly in the tradition 
of American industry. Every citizen 
of the United States can be justly 
proud of this spiendid record of per- 
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formance for the public servi 

The following collection of stat 
ments, which are listed alphabetica 
according to company name, show 
interest the reader for another re 
son—variety. It is clear that the spt 
of enterprise in the electric utility 1 
dustry is most active. Here a co 
pany has developed an electric he 
ing load along unparalled lines. The 
a company has licked the huge 0 
problem of off-peak idle plant | 
night pumping. Another company h 
taken a good hard look at the pro 
lem of systematic training of | 
future management and is doi 
something about it. 

Obviously no two companies 4 
entirely alike. Operating probler 
and requirements are bound t» va 
with location. But there is a comm 
denominator running through all 
these statements and it links themt 
gether as good examples of the sam 
tried and true success formula { 
American enterprise. That is the ¢ 
stant effort to improve service to tf 
customer. 
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JLABA JA PowER CoMPANyY’s 1960 
co:struction budget contem- 
expenditure of $55.8 million 


ytes al 
part of an estimated expenditure 
fA $170 uillion within the next three 
is fo generating plants, lines and 
vr facilities. A large part of the 
) exvenditure—$24 million—will 
used to bring to near completion 


s under construction—Weiss 
the Coosa river and Lewis 


0 dat 


m Oot 

nith dam on the Warrior river— 
.1C fii to s:art construction of the Kelly 

eek dam on the Coosa river. The 
gust B) danis on the Coosa river are part 
first Ba five-dam development program 
land @ that river. 
kw, qunits of Weiss dam and of Lewis 


nith dam will begin operation in 
61, with completion scheduled for 
62. 
The Southern Electric Generating 
mpany, owned equally by Alabama 
wer Company and Georgia Power 
mpany, is completing the first two 
the four 250,000-kilowatt generat- 
g units to be installed in this plant. 


kOVIDED there is no materialization 
of a major recession, 1960 will 
ce again see new records of per- 
mance on the American Electric 
wer system. Kilowatt-hour sales 
ould increase by more than 10 per 
nt, to about 28.5-billion kilowatt- 
wurs and system peak should in- 
“gease by a similar percentage, to over 
4300 imegawatts. These forecasts 
ve been reinforced by the perform- 
ihe AEP system thus far in 
e weekly system load is run- 
per cent ahead of the com- 
period of 1959 and should 
'o a greater degree when we 
make comparisons with the 
the steel strike in 1959. 
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The c :pacity on the AEP system is 

pecte to be fully adequate to meet 

is loa with a reserve figure of 
s affout 2 per cent. This year 900,000 
dle lowati- of capacity will be added in 
vaHo 45° 000-kilowatt units, Unit 1 
amg Bree. plant and Unit 5 at Sporn 
ll Gant. hese units, when they go 
m tfto service, will be the largest in 
sage word and are also expected to 
a F the 1 ost efficient. 
comA further drop in the average 
0 tilizatin per kilowatt-hour sold, 


om 12.3 mills in 1959 to 12 mills, is 
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Alabama Power Company 
Birmingham, Alabama 

Wa tteER Boutpin, President 
Shakedown operation of these units 
is under way. 

The company expects to begin this 
year installation of power facilities at 
the government’s Bankhead lock and 
dam on the Warrior river near Tusca- 
loosa, Alabama. The company has 
under construction or scheduled for 
construction facilities which, exclu- 
sive of its share of the capacity of the 
Southern Electric Generating Com- 
pany plant, will increase its generat- 
ing capacity by 425,450 kilowatts. 
Upon completion the company’s total 
generating capacity will be 2,593,900 
kilowatts. 

During 1959 new plants or expan- 
sions of existing plants in the com- 
pany’s service area, valued at more 
than $84 million, were announced. 
This figure includes plants only with 
ten or more employees and $50,000 or 
more capital. There were 113 such 
announcements. Among them were 
such well known companies as Mara- 
thon Southern Corporation (Division 
of American Can Co.), Mathieson 


American Electric Power Company, Inc. 
New York, 
PHILIP Sporn, President 


New York 


expected this year. Despite the 
steady decline in realization over the 
past decade, earnings have continued 
to rise and should do so once again 
in 1960, with an increase of about 10 
per cent. Net earnings per share, de- 
spite an increase of 900,000 shares 
outstanding between the beginning 
and end of the year, are expected to 
show an increase somewhat in excess 
of 5 per cent. 

After almost a decade of very 
strenuous effort, substantial results 
are being realized in the promotion 
of the all-electric home. During 
1959 over 5,300 electrically heated 
homes were added to the system, 
which brought the total at the year’s 
end to close to 19,600 homes. In 
1960 it is expected that 9,000 electric 
heating installations will be added on 
the system. These developments are 
indicative of the increasingly widen- 
ing recognition of the merits of elec- 
tric heating by the more progressive 
members of the electric utility indus- 
try and among manufacturers, 
builders, and mortgage lenders. The 
firm base thus established for the de- 
velopment of this load should be 
helpful in further broadening this 

(Continued on page 54) 
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Chemical Company, Scott Paper 
Company, Reichhold Chemical Corpo- 
ration, Tennessee Coal and Iron Divi- 
sion of United States Steel Corpora- 
tion, Republic Steel Corporation, Min- 
nesota Mining & Manufacturing Com- 
pany and St. Joe Paper Company. 

Making a product not heretofore 
produced in Alabama is the Alabama 
Metallurgical Corporation, which late 
in 1959 shipped the first 16 tons of 
magnesium ingot from its new plant 
at Selma, Alabama. The history of the 
establishment of this plant is unusual. 
Several years ago while on vacation, 
an executive of Alabama Power Com- 
pany made the acquaintance of an- 
other executive, also on vacation. In 
the course of the new acquaintance- 
ship, the question was asked: “Is 
there any magnesium-bearing lime- 
stone in Alabama?” Thus a friendly 
greeting, followed by intensive co- 
operation, led to the establishment of 
a multimillion dollar industry—the 
first of its kind in Alabama, and one 
of the few in the world. 


ss 1 

NEW ® cower ‘ 

OBSTRUCTION LIGHTING CONTROL 

and LAMP FAILURE ALARM UNITS |. 
... APPROVED “ 


for unattended TELEPHONE COMPANY - 
MICROWAVE RADIO-RELAY application. ©. 


fo 








MODEL 
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For two light 
levels 
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Resistor 
Ass’y.) 


COMPLETE 
. .. WITH BEACON DIMMING AND 
DUMMY LOAD RESISTORS 
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levels — with choice of test switches or circuit 
breakers. All units provide a separate signal 
upon failure of each top lamp, and for failure 
of any one or all side light lamps on the tower. 
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vide individual overload protection for each 
lamp circuit on the tower. 
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market and should contribute sub- 
stantially to further significant gains 
in average residential consumption. 
Last year, average residential use on 
the AEP system was 4,041 kilowatt- 
hours but the average electric heating 
customer used over five times that 
amount, or 20,250 kilowatt-hours. 

1959 saw a considerable expansion 
in research and development activities 
on the AEP system, which will gain 
momentum in 1960 and the years be- 
yond. This program holds out excit- 
ing prospects for new gains in every 
phase of electric utility operation. 

On February Ist of this year, AEP 
and General Electric Company an- 
nounced a joint research project to 
install the first gas turbine—steam 
turbine cycle power plant using coal 
for the production of electric energy. 
This installation will be a prototype 
5,000-kilowatt turbine which will op- 
erate in a combined cycle with a 
215,000-kilowatt steam turbine gen- 
erator at the Muskingum river plant 
of the AEP system. 

Work on the developrient of a mag- 
netohydrodynamic generator, which 


Arizona Public Service Company 


TILL America’s frontier with a fu- 

ture, Arizona is growing upward 
as measured by practically any yard- 
stick, according to the Arizona Pub- 
lice Service Company’s annual report. 
As an illustration of how the com- 
pany is growing up with Arizona, the 





was undertaken jointly by the Avco 
Corporation and ten electric utilities, 
including three AEP system com- 
panies, is being vigorously pursued, 
and results to date give reason for 
continued optimism. 

At the end of March of this year, 
AEP announced a joint project with 
Westinghouse Corporation to build a 
test transmission line, at Apple 
Grove, West Virginia, to explore the 
technical and economic problems of 
extra-high-voltage transmission up to 
750,000 volts. Other research is being 
carried out on the system to investi- 
gate switching surges, lightning 
stroke phenomena, and mechanical 
oscillations—or galloping—resulting 
from wind and ice conditions on 
extra-high-voltage transmission lines. 
Research that has resulted in reduc- 
tions in insulation levels on trans- 
mission lines has produced consider- 
able savings in the cost of construc- 
tion of transmission facilities. This 
work is being pursued further in the 
switching surge investigation and it 
now appears that some very large 
savings can be realized. 


Phoenix, Arizona 
WALTER T. LuckKING, President 


report points out that plant increased 
$33,186,000 or 16 per cent in 1959. 
Construction expenditures last year 
brought to $173.9 million the total 
amount required to meet expanding 
customer service needs since the con- 
solidation of predecessor companies 
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Research in nuclear power ™(once rnec 
























































tinues to have an important circ | 
the total research program of hds o1 gre 
AEP system, as it has for “he gg sysiem, 
several years. The AEP sys om qffroduced 
tinues its participation in the Nuc] bmpiny pre 
Power Group, which has co: *ribuyffon, “! hou 
to the research and developm. +t wély a | nit 
associated with Dresden  auclflars to pre 
power station. East Centra! Jucllkizona P 
Group, which is made up of ‘4 urmer. It | 
ities in the Ohio Valley region inclfding » be 
ing three AEP system comp. xiessny, at the 
continuing an intensive resea:-h pytter scaso 
gram to develop an advanced t 
gas-cooled nuclear power eact 
which it is hoped, will be  uilt 
Florida by the Florida We: C 
Nuclear Group. a 
The extensive research no eae 
carried out on the AEP sysivm q> : 950 
throughout the industry offe: ange 
ade of th 






promise of substantial benefi ts in 
suring a continuing and : 
supply of low-cost datteic 
throughout the country. They 
vide challenges equal in their exc 
ment and stimulation to those fo 
anywhere in our economy. 


o~ tion. 
“fast year, 
“I uction at 
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early in 1952. Largest single item 
the 1959 construction budget y 
more than $17 million for contin 
work on the new Ocotillo power pl 
near Tempe. This 220,000-kilow 
plant will begin operation in 1960 

Sales efforts last year helped 
crease gas and electric general b 
ness revenues to a total of $61,18 
000, up nearly 10 per cent over 19 
Total operating revenues, includ 
sales to other utilities and other 
cellaneous revenue amounted to § 
156,000. Part of the increase resul 
from service to 12,943 new vas ¢ 
tomers and 8,927 new electri 
tomers. Gas customers and ¢ 
customers totaled more than 5 
at the end of 1959. Improve: 
ards of living by the compan,’ 
tomers also contributed to th: 
revenues. Average annual use 
tricity in the home reached 3,6: 
watt-hours, up 102 kilowa' 
from 1959. 

Irrigation pumping, founda’: 
the state’s important agricult: 
dustry, represents the larges' 
use of electricity on Arizona 
Service’s system. The pumps 
by the company irrigate 2) 
mately one-third of Arizona's rod 
tive farmland. 
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‘r c™(Concerned by continued growth of 
lac@e elec: ric irrigation load during pe- 


of fds oi greatest demand on its elec- 
he mc sys.em, the company last year 
mdsrodued a trial gas irrigation 
Vucliimpin: program to relieve this situ- 
ribufion. “hough promoted so far in 
t waly a | nited area, the program ap- 


promise economies for both 
Public Service and_ the 
it has the potential of pro- 
better return for the com- 
the same time resulting in a 
asonal balance of both gas 
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ARKANSAS Power & LicHt Com- 

PANY experienced a satisfactory 
ar in 1959 and looks forward to the 
ade of the 60’s with great antici- 


be 


mM 4 


tion. 
und Last year, AP&L spent on new con- 
enefuction and improvements to its 
Y Pikctric system a total of $30.3 mil- 
re m, as compared with $14.1 million 
fod 958. 

This year, the company’s construc- 

m program will require expendi- 

es of more than $35.5 million. 


and electric loads. The farmer bene- 
fits by paying less to operate his 
facilities, and much of his investment 
in pumping equipment also is elimi- 
nated. This program demonstrates 
the company’s endeavor to concen- 
trate on those service applications 
which benefit customers as well as 
promote more effective utilization of 
the company’s investment. 

Like other utility companies, 
Arizona Public Service has long 
based its operations program on fore- 
casts for a minimum of five years. 


Little Rock, Arkansas 

R. E. Ritcuie, President 
The major share of this budget—$19 
million—is earmarked for a new 
325,000-kilowatt steam-electric sta- 
tiou now under construction on the 
banks of the Mississippi river, near 
Helena, Arkansas. 

When this generating facility be- 
gins producing electricity for the 
farms, homes, businesses and indus- 
tries of Arkansas in 1961, our com- 
pany will have spent almost $43 mil- 
lion on it. 

Also, the company is presently con- 
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These project business growth and 
determine the gas and electric facili- 
ties the company will need to meet 
customer demands. 

Today the company also is.engaged 
in a much broader type of advance 
planning. It is actively studying new 
power sources, including new types 
of fuel for power plant use, as well as 
methods of delivering power to its 
markets. Much of this planning is 
being done on a regional basis, co- 
ordinating studies and ideas with 
utility firms from neighboring states. 


Arkansas Power & Light Company 


structing a 90-mile steel-tower trans- 
mission line, to cost upwards of $6 
million, to carry the Helena plant 
power—at 230,000 volts—to the Mid- 
dle South System’s load dispatching 
center near Pine Bluff, Arkansas. 

Arkansas is presently experiencing 
renewed interest in industrial expan- 
sion. This, coupled with a rich and 
diversified agriculture, indicate an 
era of prosperity for the “Land of 
Opportunity.” 

(Continued on page 56) 
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Atlantic City Electric Company 


Atlantic City, New Jersey 


Bayarp L. ENGLAND, Chairman of the Board 


| ewe year 1959 was the most suc- 
cessful in Atlantic City Electric 
Company’s seventy-three-year history 
and it is anticipated that a new era 
for our company will take form dur- 
ing the early sixties. 

$143 million has been budgeted by 
the company for new construction 
projects through 1965, including a 
generatin? station in the eastern sec- 
tion of our territory, the completion 
of a data processing center near At- 
lantic City and other general construc- 
tion. This represents the largest con- 





struction program in our company’s 
history. 

During the next five years our 
company will reach $250 million in- 
vested in facilities to serve Southern 
New Jersey. This will be five times 
the company’s plant investment in 
1947. 

The present trend of growth, de- 
velopment and improvement in South- 
ern New Jersey should accelerate 
during the early sixties. This fore- 
cast is based on a compilation of 
public, industrial, commercial and 


Growing Public Utility 


California- Pacific Utilities Company operates electric, gas, water 
and telephone services. Its territory includes 83 communities in 
California, Oregon, Nevada, Idaho, Wyoming, Utah and Arizona. 
Since 1950, the population of these seven states has been growing 
more than twice as fast as the United States as a whole, according 


to Census Bureau estimates. 


Between 1949 and 1959, number of customers increased from 
38,978 to 69,787; total revenues from $4,839,854 to $11,340,112; 
and net income from $377,027 to $1,064,564; representing in- 
creases of 79 per cent in customers, 134 per cent in revenues, 


and 182 per cent in earnings. 


1949 1950 1951 1952 


California-Pacific 


405 MONTGOMERY STREET - 
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1953 1954 1955 1956 1957 1958 1959 


Utilities Company 


SAN FRANCISCO 4, CALIFORNIA 


residential projects definitel 
constructed or planned in t! 
county area we serve. 

We spent $13.8 million 
for new and improved facilities’ 
are planning to spend an avers 
$24 million a year for the 1 
years. Of this $13.8 million 
lion was spent on generating f 
Construction of transmissior 
bution and general facilities +. 
nearly $9.8 million. This inc 
part of the cost of a new 
volt tower line in Gloucester ¢ 
connecting the Atlantic Cit 
tric system with the Penns\ iy 
New Jersey-Maryland Interconn 
tion. This tie-line will be in ope 
tion about July. 

_ The company’s new data | 
ing center, which houses tlie n 
RCA-501 transistorized data proc 
ing equipment and the general 
counting and centralized billing fu 
tions of the company was put i 
operation in April of this year. 

Later this year construction y 
be in full swing at the pr 

3eesley’s Point generating 

the first power plant to be built 
the eastern section of our territd 
since 1911 and is scheduled for ope 
tion late in 1962. It will be locat 
in Cape May county and the fi 
generating unit installed at this n 
plant will have a_ capability 
136,000 kilowatts. It will be a se 
outdoor power plant with boilers a 
generators located outdoors and t 
bines housed in the main building! 

Sixty-eight new industries and ¢ 
pansion of present industries wé 
added to our company’s lines I 
year and we anticipate an ev 
greater number in the years ahed 
A total of 5,600 new customers w 
added to our lines, bringing the to 
number of customers to 227,000 

We have been pioneers in the p 
motion of electric heating and we \ 
continue to sponsor and promote t 
total electric home. We are fo 
casting that by 1965 there «ill 
6,000 electrically heated homes in t 
area we serve. 

In our business, like most othe 
in Southern New Jersey, we {ve 
opportunities lie in growth. 
this growth comes an ever inc 
expansion of our local econon 
area expansion has been pheti 
in the past and it will be fa 
phenomenal in the next five y«< 
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Baltimore Gas and Electric Company 


Baltimore, 


Maryland 


J. THEODORE Wo LrFE, President 


out the decade of the 
195(’s with the best year in its 
orv, t1e Baltimore Gas and Elec- 
‘om; any serves the economically 
ced and rapidly expanding 
. metropolitan area and sur- 
territory—a total of 2,283 
les with a present popula- 
50,000. 
wring the past ten years, plant in- 
ment, revenues and net income 
e more than doubled. In 1959 
ital expenditures for new facili- 
amounted to $38 million. The 
) program calls for expenditures 
$50 million, about 80 per cent of 
ich is earmarked for electric gen- 
, transmission and distribution 


facilities with the balance 
property used jointly by the elec- 
and gas divisions. For the five 
rs through 1964, more than a 
ter billion dollars is expected to 
invested in expansion. 
or some time we have been add- 
steam-electric generating units of 
Mreasing sizes at the average rate of 
wt one every two years. Construc- 
work is well advanced on our 
t 191,000-kilowatt unit scheduled 
initial operation in 1961 at the 


new Charles P. Crane station on the 
Chesapeake bay to the east of Balti- 
more. A second similar unit has been 
ordered to be ready for service in 
1963. 

To meet growing demands and in- 
creasing average load per customer 
on the most economical and satisfac- 
tory basis, we have instituted and are 
pursuing a program of changing our 
4 kilovolt distribution system to 13 
kilovolts outside of Baltimore city. 

The acquisition of new industrial 
and commercial business—both elec- 
tric and gas—continues at high levels. 
The amount contracted for in the 
early part of 1960 is expected to 
produce annual revenues substantially 
in excess of those resulting from 
similar new loads acquired in the 
same period of last year. 

With its excellent port facilities, 
its high degree of economic diversifi- 
cation, and its nearness to the Na- 
tion’s Capital as well as to other 
major markets, the Baltimore area 
continues to enjoy sustained indus- 
trial growth. Also, with a rate of 
population growth well above the 
national average, a continuation of 
the steady increase in the number of 
our residential customers is indicated. 


Black Hills Power and Light Company 
Rapid City, South Dakota 
NE1L G. Simpson, President 


LacK Hitts Power AND LIGHT 
) COMPANY is presently construct- 
ka 22,000-kilowatt steam turbo- 
merator unit near Rapid City, 
@th Dakota. To be known as the 
French station, this unit is ex- 
ted to go into production late in 
It will increase our system’s 
eplate capacity to 111,725 kilo- 
#ts, which will be about two and 
thalf times our total nameplate 
macity in 1950. Our total construc- 
n budzet during 1960 is about $5.1 
lion, which includes $3.5 million 
the completion of the Ben French 
htion. 
Increased impetus will be given to 
it sale: and load building efforts. 
vertis:ng and promotion will stress 
t Med: Ilion home to provide greater 
@eptan ce by builders and customers. 
¢ expect increased loads from 


\i@mmer air conditioning, and can 


tesee a substantial sales potential 
electric heating. 

Our well diversified service area 
showing more rapid population 
Owth than the nation as a whole. 
Ir people are vigorous and friendly, 


our natural resources bountiful. The 
scenery is magnificent and the area’s 
history is colorful. Last year two and 
three-quarter million people visited 
the Black Hills, spending an esti- 
mated $80 million. The number grows 
year by year. Rapid City, the state’s 
second largest city, led all cities in 
South Dakota in both number and 
value of construction projects. Sub- 
stantial additions were made to the 
cement industry and to the oil pro- 
duction and refining industry. Pulp 
wood shipments from the Black Hills 
to Wisconsin paper mills were made 
iti quantity for the first time. The 
award of contracts for the construc- 
tion of an intercontinental missile 
base, at a cost of around $50 million, 
guarantees the Black Hills’ position 
as an important military defense area. 
Our relative isolation is becoming less 
of a problem with the development 
of modern highways and fast airline 
service to large metropolitan areas. 
These are just a few of the items in- 
dicating a future of growth and pros- 
perity. 


(Continued on page 58) 
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THOUSANDS OF POLES 
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AGES 
A SECRET 


--- with low cost 


OSMOSE 
POLE TOPPERS 


Fungus decay, plus shrinking-swell- 
ing, freezing-thawing of moisture, 
can wreak havoc with your pole tops. 
And the damage can quickly extend 
right down to the crossarm area to 
cause expensive replacement of the 
whole pole. Why invite trouble? Take 
positive action now for long-lasting 
pole top protection. 


The OSMOSE Pole Topper is a rein- 
forced cap of bituminous compound 
with 5% penta...the only item of 
its kind on the market today. Costs 
oe $1.25 each! Results indicate it 
will add up to 20 years of extra “top 
life”. Comes as a simple do-it-your- 
self unit. Lightweight, easy to carry 
and clean to handle. Can be applied 
in only one minute. Fits snug and 
will not crack or peel. For use on 
new and salvage poles in the yard, 
as well as standing poles. 


OSMOSE Pole Toppers can be ap- 
plied under contract or by your own 
linemen. Keep a supply on every line 
truck as standard equipment. For 
complete details, including special 
Pole Topper Fluid, write: Osmose 
Wood Preserving Co. of America, 
Inc., 978 Ellicott St., Buffalo 9, N.Y. 
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California-Pacific Utilities Company 


San Francisco, California 
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E. K. Avsert, President pan ry 
i pes growth of the West continues daily establishment of over 600 new The growth of our busine bal ver 
at the remarkable rate that has homes in the ten western states. These the past five years has kept cngin@llyth o° th 
been widely reported during the years figures tell us why we have had the ing and operating person Purthe » st 
past. It is well known that the growth remarkable growth in business, in- busy with the increase of s tion bu 
of business has caused the phenome- dustrial activities and the prodigious quirements, as well as ximat: ly ‘ 
nal increases in construction of new growth of electric utility facilities. supervision of constructio: ql be sent 
plant facilities for commercial and in- The service areas of our company’s distribution facilities. T ension:, 1 
dustrial establishments as well as pub- electric properties are located in the growth is likely to continu 1 
lic utilities. Employment has in- rural areas of seven western states. ther indicated by an in 
creased enormously and population Even though the growth of our busi- more than 8 per cent in kiloy 
growth continues at a rate higher ness has not been as great as the re- sales during 1959. Dome 
than most other parts of the country. markable rate of growth of utility tomers have also increased HE next 
Recent population growth statistics service in the service areas of com- nual average use of electrici the Sou 
for ten western states inform us that panies serving the cities and ad- proximately 300 kilowatt-ho motional 
nearly 2,200 people daily are being jacent urban areas, it has been sub- ing the past year. This, of corse, fre of that 
added to the population of that area. stantial, as may be shown by the fol- quires the continuation of a two mill 
It is estimated that this daily increase lowing comparison for the last five sive construction program 0 live in 1 
in new residents will result in the years: to build system capacity ahe: . Power 
remarkable increase in dem An influx 


5 Year 






more electricity in all part 


s brought 


1954 
29,166 
227,836,586 


1959 


35,438 
344,193,961 


western states. As a result, 1 
construction budget for our 
properties of nearly $2.5 miilion 
increased 150 per cent over 
budget requirements of five ye 
ago. Reports from the field indic 
this trend will continue. mes, bett 
Special attention is also called fiyipment 
an extensive transmission line cq op—along 
struction project which is a part 
our 1960 construction budget. T 
new facility will provide an additio 
10,000 kilowatts of capacity for q 
Southern Utah division. Future cq 
struction of an additional 138 kilo 
line, already planned, will prov 
ultimate delivery capacity of m( 
than 60,000 kilowatts. The proj 
involves the construction of 92 mi 
of 138-kilovolt transmission line 
interconnect our Southern Utah shy with se 
tem with the systems of the Tellurfiding puil 
Power Co. and the Utah Powerfime stan 
Light Co. Our company will build mpaign f 
miles of this transmission line fr pling. 
Cedar City, Utah to the north@{ The ney 
boundary of our service area at Gilt to mee 
Iron county line, and Telluride PoWlree form 
Co. will construct the remaining Blectric and 
miles of line from this point throulined js a 
their service area to Sevier, Utdant cin 
This new transmission line proj@outh (arc 
is also a part of the overall plan free neigt 
the investor-owned utilities of %§ go critic 
five western states of Utah, ArizOfffant .j1] 
Wyoming, Colorado and New MeXfhriencs fo 
to build a five-state power pol tlie way toy 
will integrate the utility trans” iSSiy the foy 
systems in the five Rocky Mount] Comptetj 
states area with that of the U. fogress w 
Bureau of Reclamation. This Pliinsion by 
will thereby eventually provicé Hiark A 
the transmission of electricity ft@eam-ciect; 
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Electric Customers Served 
Kilowatt-hour Sales 


Average Annual Kilowatt-hour 
per Domestic Customer ......... 


6,386 


mand for 
ently reg 
ect of th 
ing stand 
en reflect 
ectricity : 
arch 31st. 
eraged 5,] 
rcent abc 
Consumer 
buraged by 


Electric Utilities 


For our current list of electric 
utility stocks considered inter- 
esting for growth prospects, 
write or call — 





Carl M. Loeb, Rhoades « Co. 


Members New York Stock Exchange, American Stock Exchange 
and principal Commodity Exchanges 


42 WALL STREET NEW YORK 5, N. Y. 


Private Wire System to Branch Offices, Correspondents and their 
connections in 100 cities throughout the United States and Canada. 





Canyon project and other 
ins facilities of the Bureau’s 
River Storage Project to 
iis areas where the addi- 



















duifal po ver is required to meet the 
igin@wth c the West. 
| q@ifurth«: studies of our 1960 con- 
viceM@iction budget indicate that ap- 
Ovid ximat ly 90 per cent of this budget 
\f 1) be s: ent on addition of new line 
t rensiO transformers, meters, 
1S 
iSe 
tt-h¢ 
: 
‘If @ene next half-century belongs to 
by @ the South, according to an apt 
$ dihmotional slogan. A substantial 
‘S€, fire of that bright future belongs to 
ext two riillion or more Carolinians 
‘SISM#o live in the service area of Caro- 
of @, Power & Light Company. 
ds 9\n influx of new industry not only 
of @; brought better balance to an 
t 1Msnomy once largely dependent upon 
lect riculture ; but the diversity of this 
on Iw industry has significantly raised 
T @e per capita income of the region. 
Yy@lmproved earnings have stimulated 
dic ending for more comfortable 
mes, better cars, more efficient 


led Buipment on the farm and in the 
* CGion—along with a more widespread 
artiimand for creature comforts only 
a ently regarded as luxuries. The 
itiofFect of these improvements in the 
T Ging standards of the Carolinas has 
© CGien reflected directly in the use of 
ctricity: For the 12 months ended 
‘OVM@arch 31st, residential consumption 
M@eraged 5,144 kilowatt-hours (or 41 
rO)@r cent above the national average). 
mij Consumer acceptance has been en- 
n€ Huraged by excellent dealer co-opera- 
' Sn with sales promotion efforts, in- 
lurfiiding builder support of Medallion 
time standards and a_ persistent 
mpaig n for all-electric heating and 
@oling. 
thi The new generating capacity being 
ilt to meet these demands is taking 
ic, steam- 













kmed is an experimental prototype 
“gant being constructed at Parr, 
O}fouth Carolina, in co-operation with 
1 Hiree neighbor utilities. Scheduled 
) go critical in mid-1962, the Parr 
- ant vill provide operational ex- 
meen: for our personnel and point 
7 ¢ way toward larger nuclear plants 
; pt the four participating companies. 
q Completion of construction now in 
‘ mestess will push our postwar ex- 
Pe sion beyond the $300 million 
brk. A new 250,000-horsepower 
kam-c'ectric plant was due to go on 
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services, and the rebuilding of numer- 
ous sections of existing distribution 
system to take care of increased num- 
ber of customers and the continually 
increasing electric loads. Forecasts 
from all of the company’s service 
areas point toward the continuation 
of a healthy rate of growth of our 
electric business during the year. 
Numerous housing projects are 
planned and already under way. Com- 


Raleigh, North Carolina 


the line in Darlington county, S. C., 
in May. A 2,550-acre cooling lake 
was created at this site. The work 
of adding a fourth generator, of 
30,000-horsepower capacity, at the 
Tillery hydroelectric generating plant 
should be completed early in 1961. 
Ground was broken in May for a 
320,000-horsepower addition at 
Goldsboro steam-electric generating 
plant. This project, including a 550- 
acre cooling lake, is scheduled for 
1962 operation. 

Where increased operating effi- 
ciency is clearly indicated, new tech- 
nology is being applied. An “elec- 
tronic brain” now automatically loads 
our five major generating plants, and 
newer units are embracing the latest 
in automatic controls. 

A continuing, co-ordinated pro- 
gram of public relations recently has 
stressed the “value of service” theme 
adopted by the EEI Public Relations 
Committee. Also, for the first time 
in our history, we held regional stock- 


mitments have been made for the de- 
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livery of power service to an increas- 
ing number of irrigation projects in 
our rural service areas. Lumber in- 
dustries on our various Northern 
California and Eastern Oregon elec- 
tric properties expect a continuation 
of their heavy operations during the 
year 1959. We therefore look for- 
ward to another year of substantial 
growth of the company’s business. 


Carolina Power & Light Company 


L. V. Sutton, President and Chairman of the Board 


holders meetings at which manage- 
ment not only presented firsthand re- 
ports but answered individual ques- 
tions. 

One interconnection was added and 
another entirely rebuilt last year, and 
three projects now under way will 
strengthen inter-company ties with 
neighboring Duke Power, Appala- 
chian Power, and Virginia Electric 
and Power Companies. 

Our kilowatt-hour output was up 
14 per cent for the year 1959. As of 
last March 31st, annual revenues had 
increased 9 per cent (to reach $78 
million) and net income had in- 
creased 11 per cent over the previous 
12 months. At the same time, the 
average price for residential and rural 
service held at less than two cents per 
kilowatt-hour, or 24 per cent below 
the national average. 

For the fifteen years from 1944 
through 1959, Carolina Power & 
Light Company has increased its 

(Continued on page 60) 








JACKSON & MORELAND, INC. 
JACKSON & MORELAND INTERNATIONAL, INC. 


Engineers and Consultants 
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DESIGN AND SUPERVISION OF CONSTRUCTION 
FOR 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
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Of the six mos? efficient electric 
generating plants now in operation in 
Japan, four were designed by 
Gilbert Associates, inc. A recent report 
of plant performance by the Japan 
Electric Association shows each 
of these stations as having 
an average annual 
net heat rate below 9800 
BTU/KWH. 

Gilbert is pleased to be 
associated with the operating 
and manufacturing companies 
who participated in the establishment 
of this commendable record. 


KARITA STATION 
9779 BTU/KWH 


(Kyushu Electric Power Co., Inc.) 


CHIBA STATION 
9224 BTU/KWH 


(Tokyo Electric 
Power Co., Inc.) 





TANAGAWA STATION 
9560 BTU/KWH 


(Kansai Electric Power Co., Inc.) 


OSAKA STATION 
9614 BTU/KWH 


{Kansai Electric Power Co., inc.) 


GILBERT ASSOCIATES, 


ENGINEERS 


READING, 


AND 
PENNSYLVANIA, 


INC. 


CONSULTANTS 


y. 5S. A. 


half times and total plant investm 
four times. 

The Carolinas — always 
with an inviting climate—ar 
ing increasingly conscious 
other favorable “climates.” 
is the governmental climate, . 
cal attitude toward industry 
strated by the current admini 
of both North Carolina an 
Carolina. It has stimulated « 
to settle new or expanded 
an area which affords the u 
vantages sought by industri: 
pectors, plus “elbow room’ 
warm welcome on the part o 
officials at all administrative 

The other “climate” is a tecl.: 
cal environment highly conduci 
research and development. Th: 
tist finds in both the Caroli: 
open-armed welcome to the facili 
of colleges and universities interest 
in contributing to the material 
vancement of mankind as well as q 
tending his intellectual horizons. 

An area within ready reach of 
University of North Carolina, Nor 
Carolina State College and Duke U 
versity already has become int 
nationally-known as the “Resea 
Triangle.” In casting around 
technical advice on its atomic pov 
project, the Carolinas Virgi 
Nuclear Power Associates found t 
the very first tenant of that park 
Astra, Inc., — possessed just 
know-how needed for the fi 
nuclear-fired electric power plant 
the Southeast. 

Research and development are 4 
peatedly stressed by industrial prd 
pects who call upon our Area 
velopment Department for couns 
Working closely with local and st 
agencies, this segment of our cof 
pany brought a_ record-breaking 
per cent increase in new or expand 
plants locating within our serv 
area during the year. The announc 
figures were $75 million in new 
vestment, creating 13,000 new 


per year. 

The Area Development ) 
ment also concentrates on aT 
tural and community develo 

Better home life, increased 
try and improved agriculture < 
up to growing power require” 
which Carolina Power & Light 
pany is preparing to suppl} 
fifty-two years that supply has 
been too little nor too late. Our | 
for the future are calculated t 
tain that record. 


(Continued on page 62) 
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SILAS C. McMEEKIN STATION 
; 9093 BTU/KWH * 
(South Carolina Electric & Gas Co.) 


~ SHAWVILLE STATION 


9163 BTU/KWH 
(Pennsylvania Electric Co.) 


MILLIKEN STATION 
9378 BTU/KWH 
(New York State Electric & Gas Corp.) 


Gilbert Associates, Inc., is proud to have that the Federal Power Commission’s latest 
contributed to the creation of many out- report (S-137) shows three of these Gilbert 
standing power generating facilities through- | designed stations among the U. S. gen- 
out this country and the rest of the world. erating plants whose Average Annual Net 
We are particularly pleased with the fact Station Heat Rate is under 9400 BTU/KWH. 


\GAlp crreert ASSOCIATES. PNG. 
ome ENGINEERS AND CONSULTANTS 


PROGRES” READING, PENNSYLVANIA 





UNE 9, 1960—PUBLIC UTILITIES FORTNIGHTLY 





HERE'S HOW YOU CAN 
GET MORE DITCH 
PER DOLLAR! 


Photos above show the versatile Vermeer 4T 
POW-R-DITCHER digging a gas main trench. 
Manufactured for the light construction field, this 
small, inexpensive ditcher is excellent for water 
and cable lines and home foundaticn footings. 


RUGGED, LOW COST 4T 


POW-R-DITCHER 


DIGS 6”-14 ” WIDE 
DOWN TO 41.’ DEEP 


The small powerful, ruggedly built Ver- 
meer 4T POW-R-DITCHER is designed 
especially for contractors, municipalities, 
utilities, institutions and custom opera- 
tors. Only 46” wide, the 4T is fast. . . 
and highly maneuverable. One-man op- 
erated, the POW-R-DITCHER is self- 
propelled, has two-way dirt conveyor and 
hydraulic track drive. Handles most 
ditching jobs at a fraction of the cost of 
more expensive ditching machinery. 


IDEAL FOR LAYING GAS PIPE, 
WATER AND CABLE LINES AND FOR 
HOME FOUNDATION FOOTINGS 


The 4T POW-R-DITCHER is the finest buy on 
the market when you want a low cost investment, 
low maintenance cost and high production. Capa- 
ble of handling most ditching jobs, the 4T is a 
real workhorse! 
Please send me FREE information and prices on 
the complete line of self-propelled Vermeer 
POW-R-DITCHERS. 
NAME 
TITLE OR DEPT. 
FIRM 
ADDRESS 


city 

















ERMEER MFG. CO. 


1453 W. WASHINGTON, PELLA, IOWA 


LEADING THE WORLD IN ELECTRIC POWER 


Central Hudson Gas & Electric Corporation 
Poughkeepsie, New York 
Ernest R. Acker, President 


Ww the completion last fall of 
a 140,000 kilowatt addition to 
the company’s Danskammer Point 
steam station, Central Hudson is in 
a position to provide all of its electric 
capacity requirements from its own 
system and have sufficient excess ca- 
pacity for its estimated load growth 
and reserve requirements through 
/1962. In the past ten years the com- 
pany has completed the transition 
from a purchaser of the bulk of its 
|electric power requirements to self- 
|sufficiency in power generation; in 
|1949 power purchased from outside 
|sources represented 90 per cent of 
|the company’s total output for its 
regular customers. 

| The decade of the fifties was a 
| period of progress and rapid growth 
|in the company’s operations. Electric 
| sales increased 150 per cent and elec- 
tric revenues 144 per cent. To keep 
pace with the growing demand for 
electric service, the company ex- 
panded its electric plant 242 per cent 
and undertook a record financing pro- 
|gram. In the period 1950 through 
1958 the electric sales to ultimate cus- 
tomers in the Central Hudson area 
showed an average annual com- 
pounded growth of 9 per cent, while 
in the Middle Atlantic states the 
corresponding rate of growth of the 


investor-owned utilities as a . 
was 6 per cent. 

The implementation of the 
pany’s residential sales progr: 
being aided by the adoption of ; 
electronic method for recordin 
rently information concernin 
pliance saturation and cus: 
needs. With this informatio: 
cessed on our IBM equipmer 
are able to direct the efforts o: 
sales personnel and programs ; 
effectively and assure a greate: ug 
of our services in the home. 

An important development «fec 
ing the future operations of the co 
pany was the recent organization o 
Empire State Utilities Power Re 
sgurces Associates (ESUPRA) b 
the seven principal electric utilities 
the state to study, on a co-ordinate 
basis, all aspects of power generatio 
and transmission to meet the futu 
power requirements of the state a 
the lowest possible cost. The studie 
which are currently being mad 
cover not only size and location o 
future generating and transmissio 
facilities, together with pooling a 
rangements for their most effectiv 
use, but also the place of nuclea 
energy in the future power resource 
of the state. 


Central Louisiana Electric Company, Inc. 
Alexandria, Louisiana 
T. M. Hauer, Vice President 


\ \ 71TH the close of the year 1959, 
Central Louisiana Electric 
Company, Inc. completed its twenty- 
fifth year of operations following or- 
ganization as of January 1, 1935. 
The company’s annual report for 
1959 features the twenty-fifth anni- 
versary year in text and pictures 
showing an increase in operating 
revenue from $188,000 in 1934 to 
$19,720,000 in 1959. During the same 
period, total assets increased from 
$1,531,000 to $103,264,000 and cus- 
tomers increased from 3,143 to 
156,600. 

The company’s first generating 
units were installed in 1938 and con- 
sisted of three 1,000-kilowatt gas en- 
gine driven generators. This installa- 
tion carried the entire system load at 
the time. The capability of present 
generating stations aggregates 200,- 
000 kilowatts. A  116,000-kilowatt 
generating unit is now under con- 
struction which is scheduled for com- 
ipletion early in 1961 and a second 


such unit is scheduled for 1966. 

The five-year construction budge 
of the company aggregates $54 mil 
lion of which $13 million is schedule 
for 1960. 

The company looks forward witl 
confidence to a continuation 0! 
growth and development of the st 


of Louisiana and the company’s servg 


ice area. 





We are looking for diesel enc’ 
generating sets, later styles, size - 
to 1500 KVA for export purpc:es. 
We will buy complete power p! 

if the price is right. Send us y« 
inquiries for power transformers, 
door switching equipment, substo’ « 
items, also anything you wish 
dispose of for cash of for trae. 


Arthur G. Porter 

6345 Washburn Avenue So. 
Minneapolis 23, Minn. 
Union 9-2434 
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Central and South West Corporation 


ONT: ‘UED growth is anticipated 
durig 1960 for the 150,000 
le service area of the Cen- 

! South West System—par- 
in the larger urban centers. 

ial development continues 

it the territory, with sizable 
insions programmed, includ- 

of Texas Eastman Corpora- 

‘ey Cement Co., Carbide & 
‘hemical Co., Celanese Cor- 

ind Aluminum Company of 


the first five months this 
new generating units were 
-one unit in Shreveport 
i generating capability of 
kilowatts, and a second unit 


Wilmington, Delaware 

Gait BELDEN, Vice President 
near Mission, Texas, with a generat- 
ing capability of 110,000 kilowatts. 
This latter unit adds approximately 
75 per cent to the generating capa- 
bility in the Rio Grande Valley—an 
area which for the past several years 
has been growing at a faster rate 
than the system. 

Construction in 1960 is expected to 
cost an estimated $62 million, and 
will include expenditure on a new 
170,000-kilowatt unit, located twenty- 
five miles northeast of Tulsa, sched- 
uled for completion in 1961. 

Each of the system companies has 
instituted special winter heating rates, 
designed to stimulate the use of elec- 
tricity during the off-peak months of 


the year, and so improve the load 
factor. 

At the close of last year, the sys- 
tem had in excess of 2,100 central 
unit heat pumps connected to its 
lines—more than 400 Gold Medallion 
homes—and in excess of 2,400 
Bronze Medallion homes. It is an- 
ticipated that substantial additions 
will be made to these totals in 1960. 

The operating companies have been 
successful in obtaining fuel clauses 
in residential and commercial rate 
schedules, which heretofore were not 
protected. It is anticipated that full 
coverage will be obtained on the re- 
mainder of these schedules during 
the current year. 


The Cincinnati Gas & Electric Company 


Cincinnati, Ohio 


WittiAM H. Zimmer, Executive Vice President 


$92 million construction pro- 
gram for 1960 and 1961 and 
cessful conclusion of several ap- 
rations for gas and electric rate in- 
nses highlight CG&E’s outlook. 
The company will spend $45 mil- 
nin 1960 and $47 million in 1961 
keep pace with the constantly in- 
sing demands for gas and elec- 
kity in its service area. 
Main items in the construction pro- 
im are two new electric generating 
its and related transmission facil- 
es. A new 165,000-kilowatt unit 
the company’s Miami Fort station 
scheduled for operation late in 
60. Contracts for most of the 
ent and construction work 
ven made for a new 225,000- 
unit at the Walter C. Beck- 
tion. This unit is scheduled 
pletion in the fall of 1962. 
165,000-kilowatt unit was 
1 operation at the station in 
58. 


e of the long term problems of 


pany continues to be the 
on operating expenses and 
vestment per customer. De- 
efforts to reduce expenses 
rate in the most economical 
1 Nossible, cost of gas and elec- 
er ices continues to rise. 
ompany follows a policy of 
1 ly studying its rate situation 
reas served and of seeking 
istments where necessary and 
Only by maintaining earn- 
‘ an adequate level will it be 
/btain the funds for plant con- 
11 necessary to best serve the 
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needs of the community and continue 
the high quality of service to which 
its customers are accustomed. 

A $684,000 annual increase in gas 
revenues has been granted to The 
Union Light, Heat and Power Com- 
pany, the company’s Kentucky sub- 
sidiary, by the Kentucky Commission. 
That company also is collecting a 
$969,000 annual increase in electric 
revenues, subject to refund to the 
extent not finally allowed in a pend- 
ing rate case. A decision on this is 
expected in the near future. 

The company, during 1959, nego- 
tiated a new gas rate ordinance in the 
city of Cincinnati which provides for 


an annual increase of $250,000. The 
electric rate ordinance in Cincinnati 
expires June 30, 1960. Negotiations 
are in progress for a new ordinance. 

In an order dated April 15, 1960, 
the Public Utilities Commission of 
Ohio authorized a rate increase in 
non-ordinance electric rates in areas 
outside Cincinnati, Norwood and St. 
Bernard. The increase will produce 
slightly over $1.5 million per year ad- 
ditional revenue. The company also 
has announced a program for the 
renegotiation of higher electric rates 
in municipalities served outside of 
Cincinnati, Norwood and St. Bernard. 


(Continued on page 64) 








Yes, “bright” is the word to 
describe the outlook in Ctter Tail 
Power Company’s service territory 
in Minnesota and the two Dakotas. 


More people than ever are work- 
ing on projects ranging from com- 
munity betterment to industrial de- 
velopment. And, significantly, a 
trend for light processing indus- 
try to locate and expand in the 











The Future Is Bright! 


SERVING NEARLY 500 UPPER MIDWEST COMMUNITIES 


area is gaining widespread momen- 
tum. The prospects are for greater 
diversification and better business 
conditions. 


A growing confidence in the po- 
tential of the region is good reason 
for optimism. No doubt about it 
—the future is bright in the Upper 
Midwest! 


POWER COMPANY 
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The Cleveland Electric Illuminating Company 
Cleveland, Ohio 
ELMER L. LiInpsETH, Chairman of the Board 


sagen studies have shown that 


the most reasonable rates and 
the best service are usually provided 
by utilities with good earnings. And 
an effective aid to good earnings is 
the kind of rate regulation which per- 
mits an adequate rate of return on a 
rate base related to today’s construc- 
tion costs. 
Adequate utility profits protect the 
long-range interests of the public. 


Commonwealth Edison Company 


OMMONWEALTH Edison Company 
plans a record expenditure for 
construction in the four-year period 
1960 through 1963. In his annual re- 
port to stockholders, Willis Gale, 
chairman, reports that construction 
expenditures for this period are esti- 
mated to reach a total of $700 million. 
The program calls for expenditures of 
$160 million in 1960; $165 million in 
1961 ; $175 million in 1962; and $200 
million in 1963. 
Construction expenditures in 1959 


They make possible the costly pro- 
grams of modernization and mechan- 
ization which, by increasing effi- 
ciency, help to counteract rising costs 
and thus relieve the pressure toward 
higher rates. So in the final analysis, 
healthy profits are more important to 
the customer than to the share owner 
or employee. Recognition of this fact 
is growing. Recent decisions involv- 
ing utility rates show a trend toward 


Chicago, Illinois 
WiLuI1s GALE, Chairman 

















amounted to $100,994,936. Two new 
generating units were placed in serv- 
ice, one at Fisk station and the other 
at Joliet. The two units increased net 
generating capability from 4,396,000 
kilowatts to 5,031,000. 


New generating units now on order 


or under construction total 1,605,000 
kilowatts of estimated net capability, 
as follows: 180,000-kilowatt nuclear 
unit at Dresden for service in 1960; 
305,000 kilowatts at Crawford sta- 
tion for 1961 ; 305,000 kilowatts each 
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evaluating assets in terms of a 
dollar, and setting rates o! fe 
somewhat closer to those of | 
lated industries. a 
An intensive program of ed 
by the industry, aimed at bot : , 
lators and the general public, c. ‘= 
much to accelerate this tren ss 
result would be a significant st-e 7 
ening of America’s utilities an: 
nation’s whole economy. a 
s Varied 
; cont 
iat 
lution. 
at Waukegan and State Line pere is a 
for 1962; and 510,000 kilow emenit p 


; manag! 
rehen sive 
nd an Ov 
mpariy 

anager 


Will county station for 1963 
retirement of 150,000 kilowatt: 
generating equipment, it is estime 
that net generating capability will 


6,486,000 kilowatts by the end 


1963 f public 
In 1959 the company installed oN : 
electronic computer-controller devgg!t 0° 4 
called the automatic dispatch th A 
ates Or 1 


tem. It is designed to insure that 
an instantaneous basis the mf 
efficient use is made of the compan 


he local ¢ 
sing cos! 





many electric generating units. Thé ralist. wi 
units have a wide range of efficienciag*" ‘0 7 
depending on their age and other fé ollars am 
tors. Whatever 
The new computer-controller meggg"S¢ be 
ures the moment-to-moment total gf" ' § 
of electricity by customers and det@ their ce 
mines the combination of generat > goal 
loadings which can most economica _ 
meet this constantly changing demagi! H 
and, by remote control, continua") ‘ 
adjusts loads on individual generatoggy°™™U™" 
Construction of the Dresden ng he 

clear power station was completg Good I 
last fall and initial fissioning weg’ are te 
achieved on October 15th after abot chall 
6 per cent of the plant’s uranium fugg'* Sever 
elements were placed in the reactggpatte: —1 
core. Since then, it has been undegg*ogi 1211 
going an extensive program of ngpsny in 
clear measurements and tests. Tipsy t:sk. 
usual mechanical problems that af 

peared in early testing have, the cor Cc 


pany believes, been solved. : 
Dresden has been the company 

most dramatic construction projed 

It will be equally dramatic when I 


full operation—now schedule! ig 
this summer—several months :hea@jment orc 
of the original contract date of D@iitur:s a 
cember 7, 1960. year ‘hr 
While Dresden does not mea»: théfperio | 
competitive nuclear power is here, Men: a 
is an important step toward tha‘ en@J [In 19 
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The Connecticut Light and Power Company 


Berlin, 


Connecticut 


SHERMAN R. Knapp, President 


e past several months, “The 
enge of the Sixties” has 
pic of major concern in the 

j dustry’s trade journals and at 
entions. While the specific 
if the challenge varies with 
ypoint of the author or the 
it is evident that we are en- 
critical decade. It is evident 
the industry faces not one 

», but a multitude of them. 

1 and complex as the prob- 

ms confronting us are, there is a 
Snominator that is common to their 

More than ever before, 
a need at all levels for man- 
remerit people, skilled in the science 
; mauaging. In addition to a com- 
rehensive knowledge of his own job 
nd an over-all familiarity with his 
mpany and the industry, today’s 
anager must be skilled in the arts 

f public relations and community 
Jations and employee relations. He 
ust he a salesman, able to persuade 
group of skeptical business asso- 
ates or to win over the members of 
he local civic association. In face of 
sing costs, he must be a hardheaded 
walist with enough accounting acu- 
en to relate business goals to the 
Bllars involved in achieving them. 
Whatever his function may be, he 
ust be enough of “an operating 
an” to evaluate his efforts in terms 
{their contribution to the company’s 
asic goal of rendering the best pos- 
ble service at the lowest possible 
tice. He must be a forecaster, a 
anner, an organizer, a controller, a 
mmmunicator and a delegator. In 
hort, he must be a leader. 

Good leaders don’t just happen. If 
ie are to measure up effectively to 
le challenge of the sixties—and of 
le seventies and eighties for that 
gate. —means must be found of 
Hogi izing managerial talent and as- 
gsting in its growth. This is not an 
asy tusk. We can predict with scien- 


lution 
here 1s 


tific precision the performance of | 
machines and equipment—we have 
only the crudest methods of fore- 
casting the performance of an indi- | 
vidual. We account meticulously for 
our physical and financial assets—our 
inventories of human assets, where | 
they exist at all, are too frequently | 
based on the flimsiest of appraisals in 
which we ourselves do not wholly be- | 
lieve. | 

There is ample factual evidence 
that the job needs doing. Our collec- 
tive corporate image, as viewed from 
the engineering schools of the country 
—a natural recruitment source of 
future executives—is scarcely a flat- 
tering one. Our promotions into the | 
management group and within the 
management group are, according to 
one recent survey, primarily influ- 
enced by seniority. Traditionally, we 
have taken pride in our practice of | 
promotion from within. This policy 
is good so long as initial hiring and | 
promotional policies are sound. If | 
they are not sound, we may be in-| 
breeding the inept and advancing the | 
incompetent. 


In an era which has been character- 
ized by rapid advances in the tech- 
nology of management, a few utilities 
are doing an outstanding job in as- 
sisting their people in the acquisition 
and development of management 
skills—far too many are doing little 
or nothing at all. 

Lawrence A. Appley, president of 
the American Management Associa- | 
tion, has said that the primary mis- | 
sion of management is not the direc- 
tion of things, but the development | 
of people. This concept is easy to} 
subscribe to in principle. When we 
begin to act as if we believe it, we | 
will be taking a long step toward the | 
full performance of our own jobs and | 
the successful mastery of the chal- | 
lenges that lie ahead. | 





Consolidated Edison Company of New York, Inc. 
New York, New York 


CHARLES E. 


i Edison this year is continu- 

ig a construction and improve- 
ment »rogram which requires expen- 
litur:s at the rate of $200 million a 
sear ‘hrough 1964. In the five-year 
rio! 1960-64 the company will 
pen’ a total of $1.2 billion. 

In 1959 Con Edison spent $222 
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EBLE, 


President 


million on new construction and ex- | 
pansion. In 1960 the budget calls for | 
$225 million. 

During the course of the Public 
Service Commission’s broad investi- | 
gation of Con Edison’s electric rates 
ordered in June 1959, the company | 

(Continued on page 66) 


INCOME 


what is it? 


It is, quite clearly, income upon 
which you don’t have to pay 
federal income taxes. That’s 
highly desirable income, espe- 
cially in these times when you 
have to pay direct or indirect 
taxes on virtually everything 
you earn or own or do. 

What’s more—you can get 
this income. The availability of 
tax-free income has never been 
greater than in today’s big 
market for tax-exempt bonds. 
In these bonds, long recognized 
for their security and strength, 
you will find real opportunities 
for take-home income. 

These and many other helpful 
facts about tax-exempts are dis- 
cussed in our informative and 
timely booklet, ‘*The Investment 
Merits of Selected Tax-Exempt 
Bonds.” Send for it now, with- 
out cost or obligation. We'll also 
enclose a chart comparing tax- 
able with tax-exempt income. 
Ask for PT-66. 


B HALSEY, STUART & CO. INC. 


123 SOUTH LA SALLE STREET, CHICAGO 90 


35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 
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has sought rate increases. The com- 
mission granted the company interim 
relief early this year which will in- 
crease revenues from electricity by 
about $14 million annually. While 
the investigation continues, Con Edi- 
son steadily has emphasized the need 
for further electric rate increases. 
Simply put, Con Edison’s case is one 
of imperative need. A profit level 
sufficient to attract and keep inves- 
tors must be maintained. If earnings 
continue at an inadequate level, Con 
Edison will be unable to raise the 
capital required to fulfill its obliga- 
tions toward construction and im- 
provement. The early decision on the 
interim relief has been encouraging, 
but the investigation before the Pub- 
lic Service Commission is continuing 
and final judgments have not been 
made. 

A significant aspect of Con Edi- 
son’s operations in 1959 was the pur- 
chase of New York city’s three sub- 
way power plants last August Ist. 
Total kilowatt sales reflected not only 
a sizable increase specifically related 
to the sale of energy to the city for 
subway operations, but also a healthy 
growth factor in the general New 
York community. 

At the end of 1959, the generating 
capacity of Con Edison’s system was 
4.9 million kilowatts. It had been 
boosted during the year by 335,000 
kilowatts when Arthur Kill No. 2 on 
Staten Island came on the line and 
by the three subway power plants 
with a combined capacity at the end 





of 1959 of 478,000 kilowatts. In the 
areas of transmission and distribu- 
tion, six major substations were put 
in service last year. Extensive rein- 
forcements and additions were made 
to the systems and two 138,000-volt 
tie lines were completed to intercon- 
nect three generating stations. 

Naturally there are a good many 
projects begun some time ago which 
are being continued today, but will 
not be completed this year. These 
projects engage many of our efforts 
and much of our time. Our most 
highly-publicized project of this na- 
ture is the Indian Point station—a 
nuclear facility 20 miles up the Hud- 
son from New York. Indian Point is 
scheduled to go into operation in 
1961. It will generate 275,000 kilo- 
watts and will admit its power into 
Con Edison’s general transmission 
system. 

At Astoria, two projects are un- 
derway. A 357,000-kilowatt turbine- 
generator will be ready to go on the 
line in 1961. Installation work began 
two years ago. A second unit is 
scheduled for service in 1962, They 
will have identical capacities. 

At a new generating station, two 
357,000-kilowatt units are to be in- 
stalled; one to go into operation in 
1963 and the other to follow a year 
later. 

1959 made it clear that Con Edison 
is now a summer peak system. The 
tremendous growth of summer air 
conditioning has been responsible for 
boosting that seasonal peak above the 








Fiscal year 
Electric revenues (thousands) 
Kwh sales (thousands) ... . 
Number customers 
Common stock equity (%) . . 
Earnings per share (common) 





TEN Years of GROWTH in 
The BLACK HILLS 
of SOUTH DAKOTA 


$ 6,794 
358,332 


$ 2.53 


An Annual Report will be mailed on request. 


BLACK HILLS POWER AND LIGHT COMPANY 


RAPID CITY, SOUTH DAKOTA 


1959 1954 
$ 4,229 
205,648 
26,820 
25.4 


$ 2.08 


1949 
$ 2,509 
106,160 
19,863 
19.2 

$ 1.92 


29,896 
37.5 








annual peak which tradition:'!, 
come in the winter. Now thai 
mer peak load is firmly esta! 
construction on the electric 
must provide for rapid grow 
ing that season. 

Con Edison’s promotional! 
were unusually successful ir 
Residential gas customers ros: 
per cent and the total number 
installations for residential, c 
cial and industrial purposes \ 
000 during 1959. One and tw: 
homebuilders have chosen ; 
home heating in 96 per cent 
homes in Con Edison’s gas 
area. Six years ago that figu 
16 per cent. At the same time, ; 
is gaining in popularity an 
practically all large new build 
Con Edison steam mains are 
steam for heating; many ai 
using it for air conditioning, 

Adequate wiring, in older build 
ings, encouraged by the compan 


total in the previous five years whe 
the promotional rewiring progra 
began. The dollar value of rewirin 
dwelling units last year alone totale 
approximately $15 million. Non-res 
dential buildings also were rewire 
extensively. Through 1959, mo 
than 19 million square feet of rent 
able area were rewired providing a 
additional riser capacity of 61,22 
kilovolt-amperes. 

In addition to providing mor 
work for the community, the progra 
is a significant stimulant to financ 
and business. Other promotions 
efforts have recorded significant sale 
increases as a result of Con Edison’ 
major appliance promotions. 

1959 completed 75 years of suc 
cessful operation for Con Edison. I 
was the 137th year of Con F''iso 
and its predecessors. 
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fonsum 





oN-UMERS Power Company this 
s; ‘ing began construction of a 
} electric kilowatt nuclear elec- 
< it at Big Rock Point on Lake 
fichig in. 
plant is scheduled for opera- 
in 1962. For four and a half 
iereafter it will be the loca- 


; 1@fon o a research and development 
amif™rogra 1 to be carried out by Con- 
; f@mer. Power Company and General 


Company under contracts 
|e Atomic Energy Commission. 


ic wamhe reactor will be of the boiling 
©, steagmater ype, and the research and de- 
odafelopment program will have three 


))jectives : to increase heat out- 
ut without increasing the size of the 
gmactor core, to lengthen the life of 
he nuclear fuel, and to lower the 
ost of fuel fabrication. Through 
his research program it is hoped to 
ncrease the capacity of the plant 50 
ber cent, making it 75,000 electric 
ilowatts. 

Although small in comparison with 
lonsumers Power Company’s major 
pal-burning plants in southern Mich- 
ran, the nuclear plant will be larger 








build 
npan 
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totali 
urtme 
han t 
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Consumers Power Company 
Jackson, Michigan 


than any other in the northern part 
of the lower Michigan peninsula. 
The territory extending north to the 
Straits of Mackinac from a line be- 
tween Bay City and Muskegon is, to 
a considerable degree, tourist and re- 
sort country. It is the home, how- 
ever, of many small industries as well 
as a number of rather large industrial 
enterprises. The new Mackinac 
bridge and the deepened St. Law- 
rence Seaway have heightened the 
likelihood of further industrial devel- 
opment. The site of the nuclear elec- 
tric plant at Big Rock Point was 
chosen with this likelihood in mind. 

The nuclear plant will not produce 
electric power as cheaply as it can 
now be produced in conventional 
electric plants in Outstate Michigan, 
but we expect that it will make a 
significant contribution to the event- 
ual achievement of economic electric 
power. 

Meanwhile, Consumers Power 
Company is proceeding with the ex- 
pansion of its steam-electric generat- 
ing system farther south in Michigan. 
Unit No. 1 of the new Dan E. Karn 
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A. H. Aymonp, Jr., Chairman of the Board 


plant on Saginaw Bay (Lake Huron) 
near Bay City went into service in 
November 1959, bringing total sys- 
tem capacity to 2,271,000 kilowatts, 
more than three and a half times 
what it was at the end of World War 
II. Construction of a second 265,000- 
kilowatt unit at this plant is going 
forward. Unit No. 2 is scheduled for 
operation in 1961. 

Also under construction is the first 
265,000-kilowatt unit of a new steam- 
electric plant on Lake Michigan at 
Port Sheldon, 30 miles west of Grand 
Rapids. This plant is to be known 
as the James H. Campbell plant and 
the first unit is scheduled for opera- 
tion in 1962. 

Completion of the Karn and Camp- 
bell units has been timed, of course, 
to coincide with expected growth of 
electric demand. Company studies 
support the estimates of the Bureau 
of the Census and other agencies that 
the growth of Outstate Michigan will 
continue at its recent high rate 
through the decade of the sixties and 
on into the more remote future. 


(Continued on page 68) 
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HARRI 


Experience Counts 


We have been bankers to the utility industry since 
1882. Our activity in this field is a special interest 
with us and an important part of our total busi- 
ness. We welcome opportunities for further service 
to the industry through both our Commercial 
Banking and Corporate Trust Departments. 


BANK 


Organized as N. W. Harris & Co. 1882—Incorporated 1907 
111 WEST MONROE STREET, CHICAGO 90 
Member Federal Reserve System ... Federal Deposit Insurance Corporation 


Trust and 
Savings 


. 
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The Dayton Power and Light Company 


T HE completion of the expansion 
program at our Frank M. Tait 
generating station gives us a com- 
fortable reserve for a few years. 
This $43 million project resulted in a 
net system generating capability of 
815,000 kilowatts—against a 1959 
net system peak demand of 585,000 
kilowatts. 

The site for our next station has 
been purchased. It is near the town 
of Manchester, Ohio and across the 
Chio river from Maysville, Ken- 
tucky. It consists of approximately 
1,000 acres along the river on a loca- 
tion that has never been flooded. 

We will be ready to build at this 


Dayton, Ohio : 
James M. Stuart, President 
location well in advance of the need 
for more capacity. Right-of-way for 
a 345,000 volt line from the new 
plant to our existing system is being 
procured. 

The momentary “catching up” has 
made it possible to reduce budgeted 
funds for electric construction in 
1960 to $10,834,800. 

Major item in electric construction 
will be a $2.5 million improvement in 
the interconnection with Cincinnati 
Gas and Electric Company. Present 
tie-in is at 69,000 volts. Now there 
will be an additional one at 138,000 
volts. 

Our gas division expects to pass 


in 


Delaware Power & Light Company 


F, 

age Power & Light Com- 
pany and its subsidiaries, The 
Eastern Shore Public Service Com- 
panies of Maryland and Virginia, 
continue to be optimistic about the 
future growth of business throughout 
the Delmarva peninsula service area. 
Population-wise Delaware has been 
the fifth fastest growing state in the 
nation in the past decade. Reports 
of the company’s New Business De- 
partment regarding prospects in New 
Castle county, Delaware (the source 
of 65 per cent of the company’s op- 
erating revenue) are particularly 
optimistic. It has listed 8,700 residen- 
tial housing units to be constructed in 


Wilmington, Delaware 
P. Hyer, President and General Manager 


developments which number 40 or 
more units each, as compared to 6,800 
units listed a year ago—a gain of al- 
most 28 per cent. The company’s 
Industrial Sales Department reports 
negotiations under way with 17 major 
industrial prospects whose require- 
ments together with increased de- 
mands of existing industrials could 
total over 200,000 kilowatts. In fact, 
the volume of additional industrial 
power applications now under nego- 
tiation is greater than during any 
previous period in the company’s 
history. 

To provide for this growth our 


construction program calls for the ex- 
scat inaicatins 1S 




















Utility plant at original cost ... 
Long-term debt 

% Debt of net utility plant 

% Debt of total capitalization .. 
Preferred stock 

Convertible preference stock .... 


1 


Common stock and surplus 1 


Total capitalization 
1 








Operating revenues 
Net income 


TWENTY-FIVE YEARS OF PROGRESS 


$355,321,298 


293,565,311 


OS | STE 
NORTHERN INDIANA PUBLIC SERVICE COMPANY 


Hammond, Indiana 


December 3! 
1949 


$140,894,515 
65,000,000 
55.1% 
53.9% 
21,533,455 
5,234,020 
28,748,722 
120,516,197 
44,851,209 
6,858,726 


1934 
$68,890,949 


50,276,500 
74.2% 
55.5% 

22,008,000 

18,300,118 

90,584,618 

12,030,480 

936,513 


1959 


33,316,000 
43.8% 
45.4% 

41,391,656 

8,400,440 

10,457,215 


03,747,847 
15.477,028 


President It 




















penditure of about $130 million o 
the five-year period 1960-1964 
million 
1960. 

We are proceeding as fast as pog 
sible with the design and constructia 
of a 66,000-kilowatt addition to th 
Delaware City generating station 

be in service at the end of 196§more 
Preliminary design and engineeri is 
on a 150,000-kilowatts addition 
Edge Moor generating station will b§ 
under way during 1961, and opera 
tion expected in the summer of 196, 
Substantial expenditure for the ir 
stallation of an additional 100,000 
kilowatts unit for operation in 196 


one of its major milestones 
when it puts its 200,000th c 


service. This division wil 


100 miles of new gas mains 
This will make the eighth co1 
year that additions have « 


100 miles. 


A seven-million gallon ca. 


the storage of liquid petrok 
completed in time for a test ' 
winter. 
peak requirements from our 

sale natural gas supplier. Two 
ing plants are now available t 
duce the LP gas at critical ti 
third mixing plant will be 


1960. 


It was effective in 


ies, 
built 


Vv 


of which will be spent 


contemplated in the five-year ford 


cast. The $130 million program is a 
located approximately 43 per cent t 
electric production, 23 per cent t 
electric distribution, 20 per cent t 
electric transmission and substation 
10 per cent to gas storage transmis 
sion and distribution, and 4 per cen 
land and common plant. 
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The company contemplates no perg 


involve security 


The company’s publicity pr« 


will acquaint the public with its | 
range plans to provide adequat 
pendable utility service to satis! 
future requirements of all use 
its service on the Delmarva peni! 


will repeatedly emphasize th 


that the company has accepte: 
sponsibility for providing the f.! 
utility service needs of its service 
and is planning ahead according! .. 
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manent financing during 1960, alfq- 
though the five-year expansion progy’ 
gram may 
amounting to about $59 million 





g!x01T Edison system peak de- 
and, total kilowatt-hour out- 


custom : sd 
il’ instgput, ¢ -nerating capability and plant 

1oggpavest vent were all at new high lev- 
n=cutines d ing 1959. A net system capa- 
o eedgpility of almost 3.8 million kilowatts 


ached with the addition of the 
}'0-kilowatt Unit No. 5 at St. 
‘air and a 19,100-kilowatt unit in- 



















is Hi talle’ in conjunction with a new 
ayjg@g v2.00 pound per hour steam boiler 
vholapt thc Beacon street heating plant. 
, mig With a greater proportion of load 
o intrgerticd at the more efficient St. Clair 
mes, ggnd Kiver Rouge plants, and a reduc- 
ailt qqyion of 29 cents per ton in coal freight 
ates, substantial savings in fuel ex- 
pense were realized. On the average, 
: kilowatt-hour of electricity is now 
produced with eight-tenths of a 
id of coal, 20 per cent less than 
on ovagvas required ten years ago. 
4g] Company employes numbered 10,- 
vent gql43 at the year end—7,822 in opera- 
Mion and maintenance and 2,321 in 
as poggiesign and new construction. The 
ructioggtal is almost 400 less than at the 
to thggend of 1958 and 1,100 less than in 
tion tgy256. The trend continues of serving 
196 Juore customers with fewer employes, 
neeringaaveraging 165 customers per em- 
ion teplloye assigned to operation and main- 
will hggienance in 1959. 
opera 7 Construction expenditures for 1960 


F 196H4Nill approximate $70 million, up 
he ingftom $59 million in 1959. It is esti- 
10,000 mated that construction expenditures 
» 196§"ll average $50 million annually 





- fora] luring the next five years. While this 
: is algy’s still a substantial program, it is 
ent t@ponsiderably less than the $75 million 
nt tapaverage of the past decade. 
ont tay Except for the Enrico Fermi 
itionggy tomic power plant, St. Clair Unit 
ismisy No. 6 is the only turbine generator 
r cengy"nder construction at present. With 
@ rating of 325,000 kilowatts, it will 


, peray ’e completed and placed in service in 
all Apri} 1961. With this addition, re- 
progytrve margins will be adequate for 
salegq the next few years, even with steadily 
‘sing power loads. 
} A major endeavor already under 
long] Way 's the improvement of transmis- 
def] sion ‘nd distribution systems to serve 
th@] eficicntly the growing power needs 
om] of the area. A 51-mile line designed 
lag} or ultimate use at extra-high voltage 
act] 's 95 per cent complete and will be 
energized at 120,000 volts early in 
| 1960. During 1959 the first customers 
q “ere served from a new 13,200 volt 
j distribution system, permitting a con- 
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The Detroit Edison Company 
Detroit, Michigan 
WALKER L, CIsLer, President 
ductor to carry nearly three times 
the load that would be possible on the 
4,800 volt system. 

Power Reactor Development Com- 
pany is proceeding with the nuclear 
facilities of the I¢nrico Fermi atomic 
power plant. Atomic Power Develop- 
ment Associates, Inc., also a non- 
profit organization, is providing the 
nuclear engineering for PRDC. Cur- 
rent emphasis is being devoted espe- 
cially to the fuel cycle. The Detroit 
Edison turbine generator and asso- 
ciated facilities are nearing comple- 
tion. Low power nuclear testing is 
scheduled to begin in January 1961. 

Much attention is being given to 
sales related activities—area develop- 
ment, industrial diversification, the 
greater and better use of electric 
power by all classes of customers. 
Population and industrial trends in 
the area are very favorable to growth. 

Detroit Edison is interested in all 
kinds of research and development 
that may have a bearing on future 
business. In November 1959 an Ad- 


LEADING THE WORLD IN ELECTRIC POWER 


lished, under the direction of the 
Manager of System Development, to 
keep abreast of new developments 
with long-range application to power 
generation, transmission, distribution 
and new uses. The company’s Engi- 
neering Research Department is also 
engaged in these activities. 

The corporation is now entering a 
period when construction funds will 
be obtained largely from internal 
sources. With a lower level of con- 
struction during the next few years, 
the management expects to raise 
about three-fourths of capital needed 
through depreciation allowances, re- 
tained earnings and other internal 
sources. This is a change from the 
past, when a smaller percentage of 
the capital needs was obtained inter- 
nally. 

As the revenue growth continues 
and capital expenditures and related 
fixed costs hold close to present lev- 
els, earnings for 1960 and the next 
few years may be expected to show 
improvement. 





vance Projects Committee was estab- 


Operator just stops the Gas Hound, 
pushes the hydraulic lever down, reads 
the explosion meter and raises lever. 


NEW 


se 








Gas Hound’s instrument panel contains 
(A) probe air flow indicator, (B) ex- 
plosion meter, (C) probe limit indicator 
lights and (D) limit light switch. 





(Continued on page 70) 





Gas Hound backs up to walls to check 
service entrances. An optional foot 
probe lets you test anywhere, anytime. 


ONE MAN machine 
reduces bar-leak survey costs up to 80% 


Three seconds per probe 

At the flip of a lever, hydraulic pres- 
sure pushes the probe rod into the 
ground, the sample is taken, the read- 
ing is given and the probe removed. 
One man can make 100 tests an hour! 
A strong, continuous vacuum lets you 
detect leaks under streets from the 
curb and also clears the probing sys- 
tem after each test is completed. 

Put your bar-leak survey on wheels 


with the GAS 


Write for complete in- 
formation and a demon- HOUND 
THE DETECTO COMPANY iarion 26, towa 


stration appointment: 







































































LEADING THE WORLD IN ELECTRIC POWER 





view Florida’s almost unbelievable jobs 


been privileged to play in that prog- 






deviation. 


country. About one and one-quarter 





Florida Power & Light Company 
Miami, Florida 
Rosert H. Fire, President and General Manager 


omens back over a short or long their own businesses, plying their installing this year at our Port ! ver 
period, it is most exciting to re- own professions or filling the new glades power plant. In the pasi five GP’ 
were being constantly years we have increased our s\ temgiiylly it 
economic progress and most reward- created by Florida’s rapidly expand- capability to a total of 1,648,000 <iloZifliow: 
ing to see the part our company has ing industry, commerce and tourism. watts, an increase of 122 per centJMystem 
New homes—over 90,000 in 1959 New generating equipment, whi: we jeriod, 
ress. alone—new hotels and motels, new have ordered and scheduled fo: thegli.anual 

For 100 years, Florida has ap- shopping centers and thousands of next five years, will add 1,43°,000 
proximately doubled her population new factories had to be built. During kilowatts. This will bring our 
every twenty years, with very little the past ten years, Florida’s numerical capability to more than 3 million ‘ilo 
increase in manufacturing employ- watts by the end of 1964. 

Her very rapid growth, even under ment has exceeded that of such giant 
the impact of four wars and twenty- manufacturing states as Michigan, penditures will total an esti: atediion fa 
three depressions and recessions, has Illinois, Indiana, Pennsylvania, New $485 million, to serve an estiriatediiffian do 
consistently been the steadiest in the Jersey or Connecticut. 
nation. Each and every one of these new supply an estimated increase it en-§ombine 

From 1950 to 1959, with two re- buildings, from the smallest cottaye ergy sales of 59 billicn  kilowatt- 
cessions holding back much of the to the largest hotel, shopping center hours. 
country, Florida jumped from 20th or factory, had to have dependable 


the second largest, numerically, in the ord of service. 


million of these were families moving total generating capability of our in- the end of 1964. 
in from other states, bag and bag- terconnected system was not even as 
gage, with their breadwinners starting large as the new generator we are in Florida. 
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We will be serving hundreds offNew Jer 

place to 10th place, populationwise. electric power promptly. We met this thousands of families and thousands In 19 
Her gain of almost two million was challenge and are proud of our rec- of manufacturers and businesses thatfhnits of 
don’t even know today that they willfikion wer 

At the end of World War II the be living and working in Florida by [n 19. 

. pperatio 

People just love to live and work @fhis un 

ity of | 

as ee 7 oa nit inc 

papabilit 

34,000 

st. gen 

ystem. 


THE CHECK THAT'S BEEN MAILED |". 
EVERY YEAR FOR 108 YEARS Jj" 


neigh! 8) 
94 bill 
Tease 0 
In 19 
passed t 
increase 
gTOSs Tt 
In 19 
units 
GPU 
kilowa‘t 
ductic 
we J? 





—with an unbroken record of 
stock dividends paid, every year, 
for 108 straight years. 


et 


There’s something solid about 
Cincinnati .. . and the great in- 
dustrial area of which it’s the 
center. Here we have a steady 
growth of widely diversified in- 
dustry. Here, you find one of 
the nation’s most skilled labor 
forces . . . with pride in its ex- 
ceptionally high productivity 
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rate. And it’s hard to imagine , 1954, 
a more ideal location as a dis- ~ i Ove 
tribution center. All this has — ten h 
given the area’s economy an en- The Ohio River, which will carry 3 ital « 
ae 4 - times as much commercial tonnage 4“ a, 
viable stability. It’s not surpris- the Panama Canal by 1963, is a grt chaser 
ing that in such a community asset to the Cincinnati area. It will | - lion f 
in: Ces e ic C come even more important as the h: h Hon i 
e Gas ectric Company lift dam program, now in progr ot GI 
would reflect that same stability is completed. reinve:; 
the bu 
' The 
THE CINCINNATI GAS & ELECTRIC COMPAN * Impror 
108 years of unbroken dividend history and 
rent i 
employ 
‘gg on, ¢) 
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General Public Utilities Corporation 


: year 1959 marked the end of 

full years of operation of 

J domestic subsidiaries as a 

, in er-connected electric system. 

ring is a brief review of major 

developments during that 

is set forth in the company’s 
eport: 

“54, the initial 230,000 volt 
\ilowa't highway” of the GPU sys- 
hm was completed. At the end of 
1959, the GPU system had in excess 
£500 miles of 230,000 volt transmis- 
ion facilities in operation—more 
tan double the mileage of the initial 
istallation. This approximates the 
wmbined corresponding mileage of 
230,000 volt transmission lines of all 
the neighboring Pennsylvania and 
New Jersey utilities. 

In 1954, the initial two generating 
units of the Shawville generating sta- 
tion were also completed. 

In 1959 a third unit was placed in 
pperation at the Shawville station. 
This unit has a net effective capabil- 
ty of 177,000 kilowatts. The third 
init increased the total net effective 
apability of the Shawville station to 
34,000 kilowatts, making it the larg- 
st generating station in the GPU 
ystem. Another unit of 177,000 kilo- 
watt net capability was scheduled for 
ervice in April 1960. 

In 1954 the system sold 6.5 billions 
if kilowatt-hours to customers and 
neighboring utilities. In 1959 it sold 
14 billions of kilowatt-hours, an in- 
ease of 44 per cent. 

In 1959 the gross hourly peak load 
passed the 2 million kilowatt mark, an 
increase over 1954 of 44 per cent in 
gross peak load. 

In 1959 an average of 10,711 heat 
Btu) were required by the 
lomestic system to produce a 

a‘t-hour of electric energy, a re- 
of 12 per cent from the aver- 

149 heat units required in 


this five-year period, the sys- 

s raised $231 million of cap- 

147 million from the pur- 
thaser of senior securities, $41 mil- 
ion fr _m the sale of additional shares 
ot GF 7 stock, and $43 million from 
rinve-iment of earnings retained in 
the bu-iness. 
_ The net result has been that, with 
Mpro. “ment in operating efficiencies 
and €cnomies and reductions in cur- 
rent 11icome taxes by reason of the 
tmployment of accelerated deprecia- 
lon, ‘he system has been able to 
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New York, New York 
A. F. Trecen, President 


provide better service to customers gories and approximate amounts 
and earn a reasonable return for scheduled for 1960 are as follows: 
security-holders without raising the sacks au 
general level of electric service rates, /acilities (Millions) 
despite the impact of inflation on Generation 
virtually all costs of doing business. Transmission 

The domestic subsidiaries have Distribution 
budgeted a cash requirement of $78 
million for new construction in 1960, 
compared with $70.1 million ex- 
pended in 1959. The principal cate- (Continued on page 72) 





Management Premise: 








Growth in Service 
Founded On 
Progress in Earnings 


We believe that an adequate return on investors’ capital and 
improved results for the shareholder are the only founda- 
tion on which expansion and improvement of consumer 
service and increased employee benefits can be soundly 
based. 


In 1959, for the 15th year in a row, Citizens Utilities 
attained a new high in per share earnings. This record is 
unsurpassed in the utility industry. 


Our 1959 Annual Report records Citizens’ investor and 
public service achievements and the management funda- 
mentals which underlie the conduct of this enterprise. Copies 


are available upon request to Martin Kuric, Executive 
Assistant. 


CITIZENS (44) UTILITIES 


Le 





COMPANY 


ADMINISTRATIVE OFFICES: RIDGEWAY CENTER, STAMFORD, CONN. 








Diversified Services to More Than 76,000 Customers 
in 8 States Across the Nation: 
ARIZONA, CALIFORNIA, COLORADO, IDAHO, ILLINOIS, 
MAINE, PENNSYLVANIA and VERMONT 
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NTICIPATING an outstanding pe- 
A riod of industrial, commercial 
and residential growth for Georgia 
in the years ahead, the Georgia 
Power Company will invest approxi- 
mately $55 million in new facilities 
in 1960 to serve the electrical needs 
this growth will require. 

The company’s planning engineers 
have reported that Georgia’s expan- 


Georgia Power Company 
Atlanta, Georgia 

J. J. McDonovueu, President 
sion rate for the next three years will 
increase requirements for electric 
power by a billion kilowatt-hours a 
year. In addition, present forecasts 
are that similar growth will continue 
beyond the next three-year period. 

Construction will begin this year 
on plant McDonough, a $76 million 
steam plant on the Chattahoochee 
river 12 miles north of Atlanta. The 
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plant will have a generating cayac; 
of 500,000 kilowatts, and i: 
250,000-kilowatt units will 
most powerful generating un ts 
the company’s system. The fir-t 
is scheduled for completion i: 
and the second in 1964. 

One of the major construc 
projects for 1960 is a new 
kilowatt hydroelectric ge1 
plant at North Highlands « 
Columbus. The new powerhous 
generating equipment will repl:c 
isting facilities of 6,900-ki! 
capacity constructed in 190! 
dam is sound and fully useabie, arf 
therefore will not have to be rebuilf 
Scheduled for completion in Jun 
1962, the project will cost $7.6 mip 
lion. Of this total, $1.8 million wif 
be expended this year. . 

Georgia Power will invest $8 mi 
lion during 1960 in continuing wor 
on the Southern Electric Generating 
Company’s million-kilowatt, steant 
electric generating plant near Wilsorg 
ville, Alabama. The plant is ownegf 
jointly by the Georgia Power Co 
pany and the Alabama Power Co 
pany. 


The first 250,000-kilowatt unit of 
this plant was placed in service iff 


April of this year. A second unit of 


like capacity will be completed latef 
in the year and work will continue of 


Units 3 and 4 which will go int 


service in 1961 and 1962. Total cos 
of the new plant will be approxig 


mately $150 million. 


During 1960, 380 miles of trans 
mission lines, including 185 miles of 
230,000-volt lines, are to be com 


pleted. Six hundred thirty-five mile 


of lines will be added to the comg 


pany’s distribution system. 

In Atlanta, construction is contin 
uing on a modern, all-electric, 22 
story building which will house th 
company’s general offices. The build 


ing is being built and financed by amg 


independent contractor and will be 
occupied by the Georgia Power om 
pany under a long-term lease. 
The company is continuing It 
active participation in study, resarch 
development and construction pro) 
ects designed to develop an eficien 
and economical means of prod:.cing 
electric power for nuclear energy. 
Early in 1960, the Georgia owe 
Company undertook a revolutiona 
new plan designed to help elirunat¢ 
(Continued on page 74) 


PUBLIC UTILITIES FORTNIGHTLY—JUNE 5, 1960 





WW OA AA | 


| 


Ww WdttYx. Wo Nae 


Phil 


Le 








Func i 


JUNE 
































coms 








ntin 
22 
2 th 
uild 
Vy alp 
1 be 


om 


its 


=! 





JUNE 9, 1960—PUBLIC UTILITIES FORTNIGHTLY 





EQUIP 
# YOUR 
rr WORK CREWS 
aL . 

a with dependable 
i FITLER 
BZ 

- MANILA 
fh tu 
“A ROPE 
structidgl 
‘00 itler Manila Rope is lubricated against internal 
1 rati friction while under load. It is waterproofed to 
dam ceep it flexible, wet or dry, and rotproofed to ar- 
olise ar est the growth of mold, mildew, fungi and bac- 
lace e eria. 
K low. For your protection Fitler ect aoe 
)’. TH§]} Brand Manila Rope is identi- a... 
ule, a 1 fied by the Blue and Yellow 
rebuilf Trademark. = =f 
n Jung ——_—_—__——— Sa = 
7.6 mip FILTER POLYETHYLENE FITLER | 
ion w and ae 
i POLYPROPYLENE ROPES 
SS mig 
° wo are strong and durable 
erat ; Sold by Industrial Distributors everywhere 
‘carl! =THE EDWIN H. FITLER COMPANY 
Vilsorg Est. 1804 
owne™ Division of Columbian Rope Company 
| a i Philadelphia 24, Pa. New Orleans 17, La. 
CO 
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init off = 
ice if = 
HE INDUSTRIES FIND 
1 lategl = 
ive off = FAMOUS NAMES 
> Int 
il cost 
‘ofl FOR NEIGHBORS 
a= 
ran? in lowa Power-Land 
com Among Iowa Power and Light Company’s largest 
mile§ gas and electric customers in Central and South- 
west fowa you find many nationally famous 


names: Armstrong Rubber; Firestone Tire and 
Rubber; Ford Implement; Great Lakes Pipeline; 
Inland Mills; John Deere; Marquette Cement; 
Meredith Publishing; National Carbon & 
Carbide; and Penn Dixie Cement, to name a few. 
Growing with the ex- 
panding economy of this 
balanced agricultural- 
industrial area, Iowa 
Power can offer a 
climate for industrial ex- 
pansion that includes 
everything management 
is looking for ... plus 
gracious living within 
minutes of work. 





A Copy of our 1959 Annual 
Report of Progress is 
Yours for the Asking 


IOWA POWER AND LIGHT COMPANY 


823 WALNUT STREET DES MOINES 3, IOWA 
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Problem Solving 


The consultant’s job is to help solve the 
unusual problem, often the one you could 
handle yourself, if you just had the time. 


If you have a specific problem you would 
like to discuss with the appropriate specialist 
on our 750-man staff, we would welcome the 
opportunity to talk with you. 


Some of our specialized consulting areas 
include: 


* Accounting 

- Advertising 

* Consulting and Design Engineering 
* Depreciation 

* Economic Feasibility Studies 

* Electronic Data Processing 

* Financing 

* Gas Supply Problems 

* General Management 

* Industrial Relations 

+ Insurance 

* Marketing 

* Public and Stockholder Relations 
Purchasing, Expediting and Inspection 
* Rates and Other Regulatory Matters 
Utility Operations 


Commonwealth 


SERVICES INC.—ASSOCIATES INC. 


Management and Business Consultants 
Consulting and Design Engineers 


— OFFICES — 


JACKSON, MICHIGAN 


209 E. Washington Ave. 
STate 4-6111 


WASHINGTON 6, D.C. 
1612 K Street, N.W. 
STerling 3-3363 


NEW YORK 22, N.Y. 


300 Park Ave. 
Murray Hill 8-800 


HOUSTON 2, TEXAS 


M & M Building 
CApital 2-9171 
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the serious problem of inadequate 
wiring in Georgia homes and to en- 
able customers to enjoy more of the 
benefits of electric living. 

Under the plan, the company will 
pay a large share of the cost of in- 
stalling heavy-duty service entrance 


wiring in residences on its lines. The 
payments will be made to the elec- 
trical contractor doing the work and 
the wiring will be the property of the 
company. To qualify, a customer 
must install certain circuits of his 
own as well as certain designated ap- 


Gulf States Utilities Company 


Beaumont, Texas 


pliances that require the heavy-duty 


wiring. 

Georgia Power will invest -\oyt 
$7 million this year in this pro:-am, 
The plan is being enthusiastical'» re- 
ceived by architects, contracto: ap- 
pliance dealers and homeowner 


Roy S. NEtson, Chairman of the Board and President 


HE availability and abundance of 

large supplies of oil, natural gas, 
sulphur, salt and other natural re- 
sources together with deep water 
transportation and a good supply of 
fresh water have made the Gulf 
Coast area of Texas and Louisiana 
an ideal location for petro-chemical 
plants. A large part of this area, 
comprising the service territory of 


The 


ieee ged and continuing 
growth is expected for The 
Hartford Electric Light Company 
this year and next. Stemming from 
the population increase and greater 


Gulf States Utilities Company, has 
been the site of tremendous indus- 
trial expansion, making it the petro- 
chemical center of the world. This 
and related industries are heavy users 
of electric power, an adequate supply 
of which is available at attractive 
rates. Many nationally known chem- 
ical companies have established new 
plants or expanded existing ones. 


To keep abreast of this cont'n 
expansion, our company increas 
generating capability by 39 per 
in 1959 and plans to add 27 pe: ¢ 
more in 1960. Additional unit 


by 1963 will result in doublin 
generating capability during the 
year period ending with 1963. 


Hartford Electric Light Company 


Hartford, Connecticut 
RayMmonp A. Grsson, President 
use of electric appliances, this growth 
will be stimulated by the ever increas- 
ing demand of our customers for 

electric power. 
Our record in 1959, and in pre- 
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| TEXOMA ENTERPRISES, INC. dui 
HIGHWAY 75 Worth, SHERMAN, TEXAS 


OC) Send me FREE detailed literature. | 
(] Have representative call. No Obligation. 
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HIGHWAY 75 NC 


Die-and-anney-cnng features 
of Jaques All-Hydraulic Hole Dig- 
gers took 29 years to develop. 
Rugged, versatile Jaques TJ-254 
mounts on standard trucks, drills 
holes up to 48” diameter, to 25’ 
depth, in hardest soil or rock — 
FASTER, CHEAPER, EASIER than 
competitive machines! Fewer mov- 
ing parts insures minimum down- 
time, maintenance, operating 
costs. Shock-resistant device re- 
lieves strain in rock digging. Simple 
to operate with only 3 primary 
adjustments. FREE DEMONSTRA- 
TION WILL PROVE THESE CLAIMS!! 


ae 
t 
4 


h ENTERPRISES, INC. 


RTH © SHERMAN TEXAS 


vious years, supports even the 


cent in 1960. 
The electrical construction budget 


ones at our South Meadow plant, the 


major portion of this budget repre- j 
sents additions and improvements to } 


the distribution plant. 

On the production side of the pic- 
ture, we look forward to the day 
when our first nuclear power plant, 
The Yankee Atomic Electric Com- 
pany in Rowe, Massachusetts, will go 
into operation. Expected to “go 
critical” late this year, it features a 
pressurized water reactor and rated 
output of 134,000 kilowatts. Our 
company is one of Yankee’s ten pri- 
vate utility sponsors, each of which 
will receive a share of the output in 
accordance with its investment. 

Urban redevelopment of certain 
areas in the city of Hartford is well 
under way. Civic leaders, businesses, 
and citizens alike are excited about 
Constitution Plaza, the first giant 
step in the long range program 01 re- 
building planned for downtown EFiart- 
ford. Needless to say, our own ‘oad 
in these areas will increase propor- 
tionately, and we expect to do our 
share in the construction of new un- 
derground distribution facilities. 

All factors seem to point to a 
bright and prosperous future for The 
Hartford Electric Light Company. 
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watt-hour sales in 1959 were 10 per§ 
cent greater than in 1958. They aref 
expected to increase at least 7 perj 
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for 1960 is approximately $10 mil-§ 
lion. Although we are replacing four fi 
low pressure boilers with two new§ 
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NG 1959, Illinois Power Com- 
ny completed construction of 
est generating unit. This new 
227,000 kilowatts at the Hen- 
ower plant represents almost 
irth of the Illinois Power total 
ing capacity. The necessary 
‘nances in connection with 
‘nit were also completed last 
\s a result of these comple- 
the requirements for electric 
ction are less in 1960 than 
™ durin the past several years. 

Total company expenditures for 
A the 160 construction program are 
A estimated at $24 million, of which 
@ about $12 million will be devoted to 
@ the electric program. Generally, work 
@ in the electric department will con- 
iM sist of expanding and increasing dis- 
@tribution facilities to keep ahead of 
@ the growing demand of present cus- 
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Illinois Power Company 
Decatur, Illinois 
ALLEN VAN Wyck, President 


tomers and to serve new customers. 

Illinois Power expects to spend 
between $11.7 million and $17 mil- 
lion during 1960 for the gas construc- 
tion program. The company has lo- 
cated and is testing underground 
storage fields for natural gas in the 
southern portion of its territory. Two 
such fields have been successfully de- 
veloped and during 1960, distribu- 
tion systems will be expanded so this 
storage gas may be more widely dis- 
tributed. In addition, new contracts 
have been signed with other natural 
gas pipeline companies which are ex- 
pected to supply the company with 
substantial additional supplies of 
natural gas for the other portions of 
the territory served. This gas will 
probably be available before the be- 
ginning of the next heating season 
and if the anticipated quantities of 
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gas become available, the total supply 
in some areas will be increased as 
much as fifty percent. 

As a result of the increased de- 
liverable capacities during peak 
weather conditions, Illinois Power is 
proceeding with a gas construction 
program that will extend gas distri- 
bution systems to fringe areas in 
many of the communities where gas 
service is already available. New dis- 
tribution systems will also be built to 
supply natural gas to communities 
which had not previously enjoyed 
this service. 

Illinois Power will continue its 
vigorous industrial development pro- 
gram to develop additional business 
among present customers and to con- 
tinue to bring new business into the 
territory served. 


Indianapolis Power & Light Company 


age apie Power & Light Com- 
pany is at the crossroads of 
America, near the center of popula- 
@ton and manufacturing of the 
United States. It operates in a well- 
diversified area having excellent 
growth potential and inherent re- 
sistance to reverses in the business 
a cycle. Therefore, prospects seem ex- 
cellent for substantial growth in the 
years ahead, based on the continuing 
progress of this area, the constant 
trend toward greater use of electric- 
ity by customers in all classes, and 
the promotional programs of various 
branches of the electric industry. 

Our tentative load projections 
through 1965 indicate continuing in- 
crease to a peak demand in that year 
32 per cent above the highest peak 


Indianapolis, Indiana 
O. T. Firzwater, President 


to date. Additional capacity will be 
needed by our system to keep ahead 
of such growth, and our construction 
costs in the six years 1960-1965 are 
estimated to total $118 million, in- 
cluding $18 million this year. 

Under construction at our Elmer 
W. Stout generating station is the 
station’s sixth unit, adding 105,000 
kilowatts to system capability. It is 
scheduled for completion by May of 
1961, in time for the summer peaks 
of that year. 

Financing plans for construction 
include the sale of $12 million first 
mortgage bonds next September, with 
additional financing in subsequent 
years dependent on market conditions 
at the time the funds are required. 

Earnings of $2.65 per common 


share are estimated for the year 1960, 
as compared with $2.46 per share 
earned in 1959. This is based on in- 
dications that 1960 will be a record 
year for business generally, although 
perhaps not the boom year originally 
anticipated. For the first quarter this 
year our earnings per common share 
were 80 cents, or 7 cents more than 
in the same period last year. 

Our company is carrying on an ex- 
tensive research, development and 
improvement program to find new 
and better ways to design, build and 
operate the system and to improve 
service to customers. We believe 
this is an effective way to cope with 
the pressures of continued inflation, 
and to assure the long-term financial 
well-being of the company. 


Iowa-Illinois Gas and Electric Company 


R® AIL sales, construction, employ- 
‘aent, and industrial production 
all improved sharply during 1959 
over and above a highly favorable 


trend of some years standing 
throu."hout our service area. 

_Inc:cative of the prevailing condi- 
tions ire a 14.3 per cent increase in 
kilowatt-hour sales in 1959 over 
1958 »s compared to a 3.5 per cent in- 
crease in 1958, and a 15.9 per cent 
Increase in therms of gas sold in 1959 
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Davenport, lowa 
CuHarLes H. Wu1tTMore, President 


by comparison with a 3 per cent in- 
crease in 1958. 

There was less unemployment than 
during any of the previous five years. 

During the year gas service was 
extended to seven communities ad- 
jacent to our established gas service 
area. During the same period twenty- 
five-year electric franchises were 
procured in three towns and twenty- 
five-year gas franchises in seven 
towns, including in both cases Iowa 


City, the home of the State Univer- 
sity of Iowa. 

In December 1959 the company’s 
board of directors increased the cash 
dividend on common stock from 
$1.80 to $1.90 per share annually. A 
5 per cent stock dividend was paid in 
addition to common shareholders of 
record on May 1, 1959, in keeping 
with the company’s stated policy of 
issuing stock dividends “to the ex- 

(Continued on page 76) 
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tent retained earnings invested in 
property are no longer needed to 
protect the regular dividend.” 

In 1960 a new all-time high total 
of approximately $23 million will be 
spent by the company on the expan- 
sion and improvement of its gas and 
electric facilities. Of this amount 
some $11 million will be spent on a 
$20 million expansion project at the 
Riverside generating station. Sched- 
uled for completion May 1, 1961, 
this project provides for the installa- 
tion of a new 125,000-kilowatt unit. 

Other major construction projects 


Ic 


S part of a continuing program to 
improve the year-round use of 

the company’s investment in prop- 
erty, new promotional rates have been 
put into effect designed to encourage 
the use of electricity during the win- 
ter for househeating and to encourage 
the use of natural gas during the 
summer for air conditioning. Greater 
consumer demands for air condition- 
ing in recent years have shifted the 
electric peak load from December to 
one of the hot summer months. This 
has been true now for three years. 
An emphasis upon promotion of elec- 
tric househeating will tend to make 
the use of the electric system needed 
for the summer loads more uniform 


scheduled for 1960 include a 161,000- 
volt transmission line interconnection 
with Union Electric Company, a 
similar interconnection within the 
present service area, new 69,000-volt 
lines, substations and a gas feeder line. 

One of the more unique programs 
now being carried on is a program of 
study and discussion of the American 
Free Enterprise System with the en- 
tire employee organization participat- 
ing in group meetings held monthly. 

Another program with which con- 
siderable progress has been made is 
that of personnel productivity. Dur- 


Des Moines, lowa 

A. Paut Tuompson, President 
during the winter months. 

In the gas business just the op- 
posite occurs in connection with the 
seasons. The terrific increases in the 
cost of gas during recent years, par- 
ticularly in the demand part of the 
rate, or the fixed system charges, has 
presented a serious problem. These 
fixed charges must be paid through- 
out the year. They are determined 
by the amount of gas needed for de- 
livery to the customers for househeat- 
ing on the coldest day of the year. 
Thus, when the customer does not 
need the gas for this purpose a new 
market is needed for the sale of this 
gas during the summer months. 

The promotion of gas air condi- 


ing the past five years the employee 
organization of 1,447 people has in- 
creased 1 per cent in number by com- 
parison with a 15 per cent increase 
in the number of customers, a 6! per 
cent increase in electric and ga: rey- 
enues, and an increase of about 40 
per cent in plant investment, from 
$94 million to $132 million. 
Promotional programs in 1960 
are centered on industrial sales, -om- 
mercial lighting, adequate wiring. and 
major load-building appliances, with 


improvement of system load char-| 


acteristics as the basic objective 


ywa Power and Light Company 


tioning will tend to make the use of 
the gas system necessary for the 
winter loads more uniform during the 
summer months. Thus, the advan- 
tages of a combination utility come 
into play. Increased sales of electric- 
ity during the winter months improve 
the electric load factor and a further 
increase in the winter gas peak is 
partially offset. Similarly, an im- 
provement in the gas load factor re- 
sults from the use of gas air condi- 
tioning equipment and will partially 
offset a further increase in the sum- 
mer electric peak. 

The long-range success of this 
business is in uniformly increasing 
volumes and lower costs. 


Iowa Southern Utilities Company 


— of unparalleled growth 
and progress was completed at 
Iowa Southern in 1959. Total elec- 
tric and gas revenues more than 
doubled during the period. Natural 
gas revenues were over six times as 
great in 1959 as ten years earlier, 
while electric revenues gained 89 per 
cent during the period. 

The area served by Iowa Southern 
contains some of the richest farm 
land in the country and we serve 
over 9,000 rural customers. Indus- 
trialization of the area is steadily in- 
creasing, thus adding to the economic 
welfare and stability of the territory. 
The U. S. Gypsum Company will be- 
gin operations this year of a new 
mine and processing plant near Bur- 
lington. Ralston Purina Company is 
now operating a new plant con- 
structed in Ottumwa late last fall. A 
plant for mining and processing of 
shale into haydite, a light weight ag- 
gregate for concrete, is now in opera- 
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Centerville, Iowa 

H. L. Mann, President 
tion by The Carter-Waters Corpora- 
tion in Centerville. Other nationally 
known industries served, such as The 
Maytag Company, John Morrell & 
Co., Deere Manufacturing Co., Syl- 
vania Electric Products, Inc., J. I. 
Case Co., and International Resist- 
ance Co., continue to show good 
growth. 

Our construction budget of $4,- 
425,000 for 1960 includes funds for 
natural gas distribution systems in 
several communities not now being 
served. With favorable allocation 
action in 1960 by the Federal Power 
Commission, our natural gas business 
will continue to be the fastest grow- 
ing of our company. Natural gas 
sales in 1959 increased 15.4 per cent 
over 1958. 

In the field of atomic power gen- 
eration, Iowa Southern is one of 11 
utility company members of Central 
Utilities Atomic Power Associates. 
This group is participating in the re- 


search and developmental costs of 
the 66,000-kilowatt Pathfinder atomic 
power plant being built near Sioux 
Falls, South Dakota, on the Northern 
States Power Company system. 

The operation of Iowa Power 
Pool continues to prove its value. 
The basic purpose of the pool is to 
co-ordinate operation and integrate 
major investments in generation and 
transmission facilities, with accom- 
panying advantages to the five par- 
ticipating Iowa companies from the 
standpoint of both service and cost. 
Studies now indicate it probably will 
be economically and technically de- 
sirable, from both our company and 
pool standpoints, for Iowa Southern 
to install a 100,000-kilowatt gencrat- 
ing unit in 1965 at a site on the Mis- 
sissippi river. 

We are carrying on a vigorous })'0- 
gram for promotion of selected |oad 
building appliances, including electric 
heating. 
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Kansas Gas and Electric Company 


Wichita, Kansas 
G. W. Evans, President 







































by com- 
INCrease an-as Gas and Electric Com- interconnected at eight points with 
a6! per paiy is preparing for a second five other systems. 
Sa: rev-Monseci tive decade of rapid growth KG&E sold 200,000 shares of its 
bout 40M. ear: arking more than $19 million commonstock in January, bringing a 
it, fromMior construction in 1960. total of $9,092,000 to be used in fi- 
A power plant, lines, and other nancing construction. This was the 
n §1960Mciliti's are a part of the expansion first permanent financing required 
°S, $Om-fM ogra: which involves the second since 1956. No more is anticipated 
Iny. andiMargest one-year building budget in this year. 
°S, with mpaiy history. The 1950’s were good years for 
1 char- Now under construction is a 160,- KG&E. In the ten-year period, 
e (00-kiio watt generating unit at the some 60,000 new customers were 
sew Gordon Evans power plant. It added and kilowatt-hour sales nearly 
is scheduled for completion early in tripled. Residential customers are 
1961. When it is completed, the com- using more than twice as much elec- 
pany’s generating capability will be tricity, on the average, as they did 
use of §778,000 kilowatts compared with only ten years ago. 
or the 105,400 at the end of World War II. The company celebrated its golden 
ing the #The new plant will include a MARC anniversary in 1959. The efforts it 
advan- computer in line with the plans of made in that year are still bearing 
> come Mincreased automation. fruit this year. Since the first of the 
lectric- J High voltage transmission lines, year, four major national awards 
nprove fMlinking power plants and distribution have been presented to the company 
‘urther fisystems, also will be built during for its 1959 activities. 
eak is 91960 using bundled conductors to The latest of the awards was rec- 
n im- Mconserve overhead space. ognition extended by the U. S. 
tor re- Interconnections with neighboring Chamber of Commerce for the com- 
condi- utilities will be strengthened in 1960. pany’s Economic Understanding Pro- 
tially #At present, the company’s system is gram for employees. 
» sum- AD AS ES 
f this 
easing 
Shooti i 
ooting? 
| NOT US! 
tomic a 
Sioux 
— @ At Iowa Southern, our growth is founded on the 
wali “down to earth” principles of sound management, 
ae trained personnel, modern methods and good serv- 
ng ice to our customers. 
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com- 1949-'59 Results show: 
par- 
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cost. 
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hern 
-rat- Gross Property ........ UP 131% 
‘is- 
Net Income ........... UP 124% 
pro- 
load 
tric 














We will gladly send a copy of our latest 
annual report on request. Write: 


lowa Southern 
Utilities cons 


CENTERVILLE, IOWA 
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Earlier, the rural-residential sales 
program won an EFI award, largely 
for employee efforts in selling the 
sunlight controlled Friendship Yard 
Lantern as a part of the anniversary 
celebration. More than 4,600 of the 
lanterns were sold by employees. The 
lanterns were designed in Kansas, 
built by one of KG&E’s customers, 
and sold nationally. 

The home services department won 
the Laura McCall award for the sec- 
ond time, the first being in 1957. 
And for working 1,018,590 man 
hours without a disabling injury, 
EEI awarded the company its 14th 
safety record certificate. 

Winter loads, particularly space 
and water heating, were again pro- 
moted during 1959 to help offset a 
summer-time peak. Nine schools .in 
our service area now, or soon will, 
use electric heat as one result of the 
sales effort. KG&E has had a sum- 
mer peak since 1953. Last year it 
rose to 508,400 kilowatts, an increase 
of 12.2 per cent over 1958. 

Industrial development activity was 

(Continued on page 78) 
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increased during the year. A full- 
time director of industrial develop- 
ment services was added by the com- 
pany This new department will en- 
able the company to work more 
closely with the communities it 


The 


HE Kansas Power and Light 

Company concluded the decade 
of the fifties in 1959 with plant and 
property of $206 million and rev- 
enues of $54 million. Since 1949, 
plant and property, and revenues 
have increased 118 per cent and 125 
per cent, respectively. 

KPL spent over $15 million for 
new plant facilities in 1959, of which 
90 per cent was for new electric 
property. By the year end, construc- 
tion work on a 125,000-kilowatt elec- 
tric generating unit at the Lawrence 
station was nearing completion and 
on April 1, 1960, this unit was placed 
in service. This was the eighth gen- 
erating unit to be added to the com- 
pany’s system in the past ten years 
and brings the total capability of the 
system generating stations to 571,000 





serves in bringing in new industry. 

The outlook for continued growth 
is good. A diversified, sound agricul- 
ture economy, a variety of natural 
resources, climate, location, and, 
above all, one of the nation’s finest 


Kansas Power and Light Company 


Topeka, Kansas 

BALFOUR S. JEFFREY, President 
mately $12 million in 1960 on con- 
struction and replacement of electric 
and gas facilities which will bring ex- 
penditures on expansion to more than 
$175 million since World War II. 
Included in 1960 plans are a $2 mil- 
lion electric transmission expansion 
program and an addition to the 
Spivey gas compressor station which 
will increase its capacity by 50 per 
cent. 

The 27,500 square mile territory 
served by KPL offers many advan- 
tages for industry. The economic 
diversification afforded by enormous 
agricultural production, vast mineral 
resources and dynamic industrial 
growth provides a balanced economy 
that results in stability for Kansas 
business and citizen alike. 

During the past decade, this grow- 
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serve will prosper and grow. Thay” 
company’s construction plans meagf'"® : 
an ample supply of dependable elec ef i 
tric service will always be availabl “ : r 
for the area. 1058 
195$ 
By 
Bior © € 
inve: e 









added by manufacturing and 3° perf 
cent greater industrial emplo\ nent 
During 1959, 54 per cent of a! ney 
industries moving into the state 
located in the company’s servic: areaf 
In KPL’s program to promoie the es 
use of its services, the greate:: em¥} ire: 
phasis is being placed on c'cctri@}ien ye 
space heating which will result in im¥} nits 
proved annual system load factors§} phe |2 
Considerable gains were shown in tha yatts 
field of space heating in 1959 and the he en 
company expects to show even )etterp 185,00 
progress in the years ahead. Ail offf teted 
the company’s promotion programs} tatior 
are closely co-ordinated with thel] ; 25,,: 
activities of appliance dealers, dis-f] pater 
tributors, manufacturers, home build-f y-ancn 
ers, contractors and architects. Rites if 
KPL expects electric sales tof 
double during the next decade and 


prop * 
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: n pi 
kilowatts. ing industrial activity has resulted in the increase in gas sales to at least fl deliv 
The company will spend approxi- a 146 per cent increase in the value equal that of the past ten years. sien 

times 
Lake Superior District Power Company ago. | 
Ashland, Wisconsin Hin the 
G. A. Donatp, President ding sa 
Re demand for electric service At year’s end this project was ap- tion, $210,000 will be used to improveqj sas. 
throughout the territory served proximately 30 per cent complete, and transmission facilities, $774,000 isqjmore | 
by Lake Superior District Power represented expenditures of approxi- ear-marked for distribution exten-f} Kev 
Company continues to increase at ap- mately $917,300. Total property ad- sions and improvements, and $89,000§ growr 
proximately the same rate as the na- ditions during 1959 amounted to will be used for miscellaneous expen- 9] $136 | 
tional average. During the past ten $1,736,600, and included, in addition ditures. about 
years, the company’s maximum sys- to the boiler, expenditures for the Earnings available for common nual 
tem demand increased from 38,605 completion of a new 33,000 volt stock in 1959 were equivalent tof cent 
kilowatts to 71,000 kilowatts, repre- transmission line, additions to, and $1.70 per share as compared with j per y 
senting an average increase of 6.3 replacement of, transmission substa- $1.57 per share in 1958. The past jj for th 
per cent per year. tion equipment, and the conversion of year’s favorable earnings record re- dou) 
In order to keep pace with the ever distribution systems to higher operat- sulted in the board of directors tak- si C2 
. 


increasing requirements, work was 
started in early summer of 1959 to 
install additional boiler capacity at 
the company’s Bay Front steam gen- 
erating plant at Ashland, Wisconsin. 


ing voltages. 

The company’s 1960 construction 
budget is estimated to be $2,936,000. 
Of this total, $1,863,000 will be 
needed to complete the boiler addi- 


Long Island Lighting Company 


‘i Long Island Lighting Com- 
pany is beginning its fiftieth 
year of service since incorporation in 
1910, and the one-hundredth year 
since its predecessors began gas op- 
erations in 1859. Once more we look 
forward to new records in growth 
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Mineola, New York 
Joun J. Tuony, President 


and earnings. -Long Island is now 
one of the major metropolitan cen- 
ters and has been classified as the 
nineteenth largest manufacturing 
area in the Nation, a long stride from 
the quiet farming and fishing villages 
only fifty years ago. We are proud 





ing action on February 5, 1960 to 
declare a quarterly dividend of 329) \e 





cents per share on the common stock, f in tv 
an increase of 6.7 per cent over the @ incr 4 
previous quarterly dividend. dev: ic 
met 
The ¢ 
Ted's 
wh: 
that LILCO, although strained at te 
times, kept pace with this growth «nd - ; 
development. ai 
I expect that 1960 will be another nae 
good year. Local employment _ a. : 
nd @ als: 






recently reached a new high 
family income, which is higher in our 
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area WM orrit ry than in almost all surround- 
ing reas, continued to increase. 
Popt ation growth, home building 
and i dustrial expansion in 1959 were 
subs’ ntially above levels in 1957 and 
1958 To date, 1960 is well above 
195¢ 

i T. supply the growing demands 
Jior . ectric and gas service, we have 
inve ed more than $400 million in 
Jprop tty during the past ten years 
and xpect to spend over $250 million 
in the next five years. Construction 





ble elec 
ivailabl 








stat@g in 1000 will aggregate about $48 mil- 
CC aT€ag@diion. This will raise our total plant 
ce thé]g 2imost $600 million, more than 


three-quarters of which is less than 
ten years old. Five new generating 
units have been added since 1950. 
1The last two units, at 185,000 kilo- 
J watts each, have more capacity than 
ind thel the entire system in 1950. Another 
| etter 185,000-kilowatt unit will be com- 






Ml off pleted this year at the Port Jefferson 
eTaMs® station, raising system capability to 
h thell 1 256,500 kilowatts. We have also 
» dis-) materially extended the network of 
build-f transmission and distribution facil- 


Jities throughout Long Island. Almost 


€S tOtwo-thirds of the electric construc- 


le andi tion program has been devoted to the 
least] delivery of energy and our invest- 
times the amount in service ten years 
ago. Similar growth has taken place 
jin the gas system where space heat- 
jing sales have created very important 
qgains. The potential market is even 
] more promising. 


xten-M] Kevenue and earnings have also 
9,0008 grown. Electric and gas revenue of 
xpen- $136 million in 1959 has doubled in 

4] about five and one-half years. The an- 
nmon nual rate of increase was 11.7 per 
it tofcent for electric and 12.4 per cent 
with f per year for gas revenue. Earnings 
past J for the common stock have more than 
1 re-§ doubled and the compound rate of 
tak- f increase in per share earnings has 


beer 9.1 per cent per year. 

\ve look forward to further gains 
Hin t-e future, facing the problems of 
incr asing cost with technological 
dev opment and continued improve- 
mer in efficiency and productivity. 
Thee programs have enabled us to 
ted ce the number of employees 
whi: doubling the volume of busi- 
nes As a result profit margins are 
improving. We can serve our cus- 
tonrs better and at prices which 
mac electricity and gas their most 
¢co:omical household servants, while 


{ at 
nd 


ther 


1aS 
nd als« giving share owners the security 
our 22° growth of a sound investment. 
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measure 


Virginia Electric aed Power Company 


i 


Progress can be a tangible thing . . . measured 














and evaluated, set forth in figures. More elusive but 
equally important is the feel of progress—the po- 
tential of a people and an area. Serving home, farm 
and industry in this growing area, Vepco keeps its 
finger on a strong and steady pulse. It is a part of 
our progress. In our 1959 Annual Report we have 
attempted to capture both. The tangible—the facts 
and figures, measurements and evaluations. The po- 
tential—the energy of a people, the plans ... the 
promise. 1959 was our 50th year of progress. 


For your copy of our 1959 Annucl Report please write 
to: The Secretary, Virginia Electric and Power Company 


1959 HIGHLIGHTS 


1959 Increase over 1958 
Property and Plant «.0.§ 665,000,000 $40,000,000 
Operating Revenues $150,856,000 $11,196,000 
Balance for Common Stock ....cccsccssccscmee$ 25,392,000 $ 1,855,000 
Earnings per share (14,910,000 shs. 1959~- 











4,200,000 ONG TISO) ccicsccctacteccneaes $1.70 $.04 
Number of Cust s 840,000 25,700 
Electric Sales—thousands of kwh 7,503,000 $20,000 
Service Area Peak Load~Kkw ccscscecsssee 1,617,000 178,000 
Gas Sales—thousands of cubic feet wn 6,967,000 153,000 





VIRGINIA ELECTRIC AND POWER COMPANY 


7th and Franklin Streets, Richmond, Virginia 
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ce E view the future with the 

same enthusiasm with which 

we review the past” is the optimistic 

note with which Mr. Dixon presents 

the system’s annual report to stock- 
holders. 

Middle Inc. ob- 


South Utilities, 


Middle South Utilities, Inc. 
New York, New York 
Epcar H. Dixon, President 


served the tenth anniversary of its 
incorporation in 1959. It was formed 
for the purpose of continuing the 
advantages of common ownership of 
a utility system which has served in 
the states of Arkansas, Louisiana, and 
Mississippi for Over thirty years. 
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Six smiths are en- 
gaged here in labori- 
ously hand - welding 
layers of steel to an 
anvil — an article of 
prime importance to 
their own trade, 
toolmaking. 


This exclusive R & S service is made possible by 


this machine of our invention 


It is a laborious affair to compile rate-bill analyses in your own office 
(even under the best conditions), compared with the time and labor-saving 
service offered by the “One-Step” Method. 

Monthly rate-bill analyses are of prime importance to utility com- 
panies in “tooling up” for the future. R & S prepared monthly reports 
provide authenticated and respected material for presenting rate cases. 

The “One-Step” Method is simplicity itself, full details are in our 
booklet, “One-Step” Method of Bill Analyses. 


Write Dept. U-2 for your copy today. 


RECORDING & STATISTICAL 


CORPORATION 


100 Sixth Avenue - 


New York 13, N. Y. 


As in 1949, the principal op: 
companies of the Middle Sou 
tem are Arkansas Power & 
Company, Louisiana Power & |. 
Company, Mississippi Power & | 
Company, New Orleans Public 
ice Inc. The system’s service 
extends from the Ozark reg 
Arkansas southeastward acro 
Mississippi Delta and south 
Gulf Coast of Louisiana. 

Within these geographical 
the expansion of the Middle 
system has unfolded. It has bx 
expansion related to the econo: 
velopment of the area served. | 
total of 625,461 electric custon 
the end of 1949 the system has ¢ 
so that 896,603 customers wei 
ceiving electric service at the ci 
1959. During the same time, a\ 
annual use of electricity per resi 
tial and rural customer has mor 


doubled, from 1,236 kilowatt-hours t@ 


2,895 kilowatt-hours. 


Total system operating revenueg 


last year were $198.5 million, up 8. 
per cent over 1958. These revenue 


were composed of $169.8  milliorf 


from the electric department, $20. 
million from natural gas, and $7. 
million from transit and other oper 
tions. 


The growing economy of the Mid% 
die South area during the past decade 
has been highlighted by several major 


developments. Among these were ex 
tensive investments in basic indus- 


tries, development of the tideland oilf 


and gas fields, increased mineral pro- 
duction, and farm diversification. 
Since 1949, the Middle South has 
led the nation in new discoveries and 
increases of reserves of crude oil, 
natural gas, and natural gas liquids. 
The area now ranks first in 
nation in the production of bauxite: 


second in barite, bentonite, sulphur. j 


natural gas, natural gasoline, and 
petroleum; fourth in salt; and ‘ifth 
in manganese ore. 

Total expenditures necessary to 
carry out the system’s ten-year ‘on- 
struction program have amounte ! to 
$597.3 million, of which $71.0 :il- 
lion was spent last year and $04.7 
million in 1958. 

Construction expenditures for uw 
facilities for 1960 are budgete:! at 
$81.0 million. 
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DC atin jts .ervice area, Minnesota Power 
li syg Lig it Company estimates expan- 
© | lgtfiion o: facilities costing $100 million 
x Uighiii] | required to keep pace with 
X Lighfieman.is for power during the com- 

C Servs decade. 
© areal The rate of growth will be greater 
pe han during the fifteen-year postwar 
> tieriod ending December 31, 1959, 
thiturine which the company and its 
fibsidiary, Superior Water, Light 
mitgnd Power Company, spent approxi- 
hate!) $90 million on expansion and 
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jodernization. 

The company’s outlook is based 
pon the area’s past growth and its 
Hreat assets in mining, shipping, 
Hourism, wood products, oil pipelines 
ynd refineries and what is being done 
Ho stimulate its future growth. 

¥ With taconite processing and other 
Heneficiation of iron ores making a 
Htrong economic impact on the area, 
he St. Lawrence Seaway has become 
, reality, adding more diversified 
‘rowth prospects. 

During 1959, Duluth-Superior be- 









































WWP PACES GROWTH OF 
DYNAMIC WESTERN REGION 


Minnesota Power & Light Company 


Duluth, Minnesota 

Cray C. BoswELt, President 
came the nation’s greatest grain as 
well as iron ore shipper. Resumption 
of package freight service to other 
Great Lakes ports and expectations 
of increasingly greater general cargo 
business, both export and import, 
hold bright growth prospects for the 
immediate as well as the long range 
future. 

The Twin Ports emergence as a 
world port adds another lure for the 
vacationing family who provides one 
of the most important dollar pro- 
ducers in northern Minnesota. 

While natural resources of streams 
and lakes serve the travel-recreation 
industry, the great forests of the 
state provide raw materials for the 
ever-growing wood products indus- 
tries. They rank as the state’s third 
biggest industry behind mining and 
agriculture. 

A third oil pipeline into Duluth- 
Superior and continued expansion of 
the area’s two oil refineries enhance 
prospects for development of petro- 
chemical industry. 

In 1959, our company set up an 
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area development program and joined 
many other such efforts by industry, 
government and community groups 
to stimulate economic growth and 
community improvement in the area. 

Continuation of an aggressive sales 
program and increased promotion of 
the concept of all-electric living are 
expected to add further to “bread 
and butter” business from residen- 
tial, rural and commercial customers. 

Establishment of a new all-electric 
rate in 1959 has encouraged electric 
heating of homes in the northland. 
There are now some 200 electrically 
heated homes in the area served by 
the company. 

With completion of the second unit 
of the Clay Boswell steam electric 
station early this year, the company 
is in position to meet a substantial 
growth in load without adding more 
generating capacity. The construction 
budget of $3 million for 1960 is thus 
considerably less than in previous 
years. 

(Continued on page 82) 
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“Diversified utilities 


in a diversified area.” 





10 YEARS 
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Eastern Washington and northern Idaho, 


200 COMMUNITIES 
100,300 CUSTOMERS 

















be 


served by The Washington Water Power 
Company, is one of the big, bright spots in 
the Pacific Northwest. Demand for electric 
power keeps up its steady pace (average resi- 
dential consumption triples national average). 
Demand for WWP natural gas service is on 
a spectacular increase. 

This area offers new opportunity to industry 
and commerce. For information, write The 
Washington Water Power. 


THE WASHINGTON WATER POWER CO. 


P. O. Box 1445, Spokane, Washington 











TOTAL ASSETS 


Revenues 


TEIEDHONE 5 occs.s000.0% 2,427,000 1,804,000 
Seach Sirs dates 513,000 374.000 
277,000 114,000 


1950 
$28,200,000 


1959 
$54,600,000 


$ 9,759,000 $ 4,825,000 








$12,975,000 
2,020,000 


$ 7,117,006 
800,000 
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edison economic development 
and growth seems assured for 
southeast Mississippi, the area served 
by Mississippi Power Company. To 
provide for this anticipated growth 
our company has set up a budget for 
1960-1962 of $43 million. A very 
large part of this budget will be spent 
on additional generating and _trans- 
mission facilities. 

A second 75,000-kilowatt generat- 
ing unit was recently placed in opera- 
tion at the Gulf Coast steam plant, 
located midway between Gulfport and 
Biloxi, and a third unit with a rated 
capacity of 112,000-kilowatts has 
been under construction for several 
months at this plant. It is expected 


Mississippi Power Company 
Gulf port, Mississippi 
A. J. Watson, JR., President 


that this unit will be placed in service 
in 1962. This will bring our gener- 
ating capacity to over 400,000 kilo- 
watts with the oldest generating unit 
on our system only fifteen years old. 

115,000 volt transmission lines will 
be constructed to deliver this addi- 
tional power to load centers and also 
to tie into our present transmission 
network. Additional transmission cir- 
cuits will also be constructed to sev- 
eral cities and communities in the 
area. 

Major expenditures will also be 
made in substation construction, both 
transmission and distribution. With 
rapidly developing commercial and 
residential load growth distribution 


facilities will be added and 
facilities strengthened. 

Intensified sales promotio: 
grams are either under way o1 
planning stage which we ant 
will contribute greatly to in 
commercial and residential us 
electricity. 

Our New Industries Depa: 


organized in 1926 and the olde: 


activity in the state, is opt 
about prospects for new i 
locating in this area. At the 
time many existing industries 
have major expansion pri 


under way or in the advanced )J< 


ning stage. 


Missouri Public Service Company 


Sew “Booming Sixties” started 
in excellent fashion for us with 
the ground breaking for the Western 
Electric Company’s new Kansas City 
manufacturing plant at Lee’s Sum- 
mit, Missouri, on April 28, 1960. 
The first earth on the 340-acre site 
was turned when a microwave-oper- 
ated relay set off several charges of 
dynamite, symbolic of the electronic 
products to be manufactured. This 
new $25 million plant will employ 
5,000 people with a payroll of $25 
million annually. Completion date for 
the 1,340,000 square-foot plant is 
scheduled for late 1961. Full opera- 
tion is scheduled for 1963. Power 
demand is estimated to be 20,000 
kilowatts. The Kansas City Chamber 
of Commerce estimates that addi- 
tional payrolls of $29 million will 
come about as a result of the busi- 
nesses necessary to supply 5,000 
families and the satellite businesses 
that will spring up to supply Western 
Electric directly. This estimate is well 
supported by the experience of other 
cities where Western Electric has 
built plants. 

Our net income and gross revenues 
for 1960 are expected to set all-time 
records. First quarter 1960 net in- 
come was $902,511 compared to 
$633,175 in 1959. Net income for 
the twelve months ending March 31, 
1960, was $2,721,112 compared with 
$2,038,774 for the twelve months 
ending March 31, 1959. Revenues 
were $17,263,852, compared to $15,- 


82 


Kansas City, Missouri 
_ Ricuarp C. GREEN, President 


222,547. Earnings per share for the 
twelve months ending March 31, 
1960, were $1.16 compared to 86 
cents for the twelve months ending 
March 31, 1959. 

Construction on our new Sibley 
generating station is on schedule and 
we expect to place the first 50,000- 
kilowatt unit into commercial opera- 
tion in July of this year. The initial 
capacity of this plant will be in- 
creased to 100,000 kilowatts during 
the second quarter of next year when 
our second 50,000-kilowatt unit goes 
into operation. Ultimate capacity of 
the Sibley generation station is 
planned to be 300,000 kilowatts. 
Principal transmission line construc- 
tion for 1960 will be a new 35-mile 
161,000 volt line from Sedalia to 
Clinton, Missouri. Our construction 
expenditures for 1959 were $14,815,- 
788. Our construction budget for 
1960 is $9,750,000. 

On October 3, 1959, we were suc- 
cessful in obtaining a 41 per cent 
increase in the gas supply we receive 
from Panhandle Eastern Pipe Line 
Company for the portion of our natu- 
ral gas properties known as our 
North Central Gas project. At the 
time we received this supply we had 
on file 2,500 applications for natural 
gas. Since receiving this gas we have 
connected 1,100 customers and 750 
customers are in the process of being 
connected for the first time or are 
adding additional load. We have sev- 
eral hundred applications to be proc- 


essed. Negotiations for additiona! gai 
have recently been completed ang 
Panhandle’s allocation plan submitte¢ 
Federal Power Commissio 
on March 10, 1960 included aii allo 
Public Servic 
Company in the amount of 5,921,00( 
cubic feet. This will be a 38 per cen 
increase in our present contract de 
mand. If the Federal Power Com 
mission approves Panhandle’s alloca 
tion plan our company’s contract 


to the 


cation to Missouri 


demand will be 21,421,000. 
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This 








amount will fully cover the syste 
demand which we expect our Nort 
Central Gas Project to reach when it 
is fully developed late next year. Gas 
revenues for the twelve months end- 
ing March 31, 1960, were $4,440,812, 
compared with $3,707,054, a year 
ago for the twelve months ending 
March 31, 1959. 

Subdivisions and shopping centers 
continue to develop at a fast rate in 
the 50 per cent of Metropolitan 
Kansas City served by our company. 
As of March Ist, there were 183 
subdivisions under construction with 
17,512 platted lots, five shof ing 
centers recently constructed, and 
eight proposed. Two shopping <en- 
ters are planning expansions. h.ve- 
nues from the Metropolitan Ka.1sas 
City area will comprise 41 per <ent 
of our budgeted electric revenues 1or 
1960, compared to 30 per cei. m 
1955. 


PUBLIC UTILITIES FORTNIGHTLY—JUNE 1960 









































natura! 
area, 
was re! 
was 0\ 
loads. 


Mor 
serves 
Wyon 
South 
agricu 
rigatic 
provei 
stabili; 
booms 
so tha 
felt i! 
here, 

Dut 
extren 
ginnin 
suffer: 
and, « 
reputa 
ally. 
dition 
JUNE ? 





‘vTANA-Dakora Utilities Co. is 
. combination electric and nat- 
is company. It began electric 
ons in eastern Montana and 
1 North Dakota in 1924. At 
me there was no integrated 
utility in the area and most 
‘nities were served by isolated 
iesel electric generating plants, 
of which provided dusk to 
service only. Beginning in 
Montana-Dakota acquired the 
ises and plants in these small 
nities and began construction 
lern generating plants and in- 
nected transmission systems. 
any By 1930, the area was well covered 
lay an integrated electric system 
vhich provided continuous service at 
Mreatly reduced rates. 
7 At (he same time that modern elec- 
ic generating plants were being 
planned and constructed, supplies of 
Biatural gas on the Cedar Creek Anti- 
dine in eastern Montana were being 
developed. Construction of natural 
gas transmission lines was com- 
menced in 1926 to furnish fuel for 
the new generating stations and for 
domestic space heating and other 
uses i! Communities where gas could 
be feasibly distributed. The con- 
struction of the generating plants 
and the use of this newly developed 
fuel for power generation made the 
gconstriiction of the gas transmission 
‘ga lines and the distribution systems in 
these communities feasible. Since 
Monatural gas was a new fuel in the 
area, (levelopment in the beginning 
was relatively slow and this handicap 
va overcome by the power plant 
oads, 
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m F Mo: iana-Dakota Utilities Co. 
jad _ an area in eastern Montana, 
Wyon'ng and western North and 
south Dakota which is _ primarily 
iters@ agricu' ‘ural. The development of ir- 
€ inf Nigation in recent years and the im- 
litan# prover ient in farming methods has 
any. Stabili;cd the economy. As a result, 
183 Som: and recessions are leveled out 
vith 9 thai the wide swings of business 
i felt i:. other areas do not prevail 
here, 
and Due to poor farming methods and 
& J extren ely poor crop conditions be- 
vé-# ginnin’ in 1930, our service area 
sas fl suffer«! severe financial reverses 
ent f and, curing that period, acquired a 
for § 'eputa‘ion as a poor area economic- 
in J ally. | owever, in the late ’30’s, con- 
ditions in the area began to change. 
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Montana-Dakota Utilities Co. 
Minneapolis, Minnesota 
Ceci, W. Situ, President 
Crops were good and, with the begin- 
ning of World War II, the entire 
economic picture in the area strength- 
ened. This was primarily due to 
three factors: first, good crop condi- 
tions prevailed ; second, higher prices 
were received for farm products; 
and, third, consolidation of farms 
and improved farming methods sta- 
bilized and increased production. 
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These factors have continued to im- 
prove the agricultural situation in our 
area since World War II. Rural 
electrification and expansion of irri- 
gation have likewise contributed to a 
stronger agricultural economy. 
While agriculture forms the broad 
base of our area’s economy, there are 
other important factors that serve to 
(Continued on page 84) 
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2,700,000 kilowatts of electric generating 


capability serving 800,000 customers 


in four great states 


CENTRAL AND SOUTH WEST CORPORATION 


Wilmington, Delaware 


Central Power and Light Company 


Public Service Company of Oklahoma 


Southwestern Electric Power Company 


West Texas Utilities Company 
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diversify the principal income sources 
in our area. Beginning in 1951, when 
commercial oil was discovered in the 
Williston Basin, there has been an in- 
creasing amount of exploration and 
development drilling for oil in the 
company’s territory. Approximately 
150 oil and gas fields have been dis- 
covered in the Williston and Big 
Horn Basins since that time. In ad- 
dition to the oil production, oil refin- 
eries have been established and are 
in operation at several points in 
North Dakota and Montana. In 
Wyoming and in South Dakota, 
bentonite mines and processing plants 
have been established. Recently a 
new clay products plant was con- 
structed at Dickinson, North Dakota. 
A salt manufacturing plant is now 
under construction at Williston, 
North Dakota. Brick plants are 
located in South Dakota, Wyoming, 
Montana and North Dakota. The 
company owns and operates three 
lignite mines for furnishing fuel to 
its steam generating plants and to 
power plants of other utilities and to 
the general trade. The National 
Aluminate Co. and the American 
Colloid Co. have constructed plants in 








southwestern North Dakota to pro- 
cess a slack form of lignite for chem- 
ical purposes. Large military air and 
missile bases have been established 
at Rapid City, South Dakota, Minot, 
North Dakota and at Glasgow, Mon- 
tana. These bases use natural gas 
for space heating in their operation. 

Montana-Dakota Utilities Co. op- 
erates in the Upper Missouri Basin 
where the Fort Peck and Garrison 
Dams have been constructed on the 
Missouri river. Large hydroelectric 
installations have been made at these 
dams in order to utilize water which 
is released for navigation. In 1945, 
Montana-Dakota made an agreement 
with the Bureau of Reclamation to 
purchase power produced at these 
dams for its public utility use and to 
wheel power over its transmission 
lines for the Bureau to deliver and 
sell directly to the Rural Electrifica- 
tion Co-operatives. Twenty-four Co- 
operatives are now being served un- 
der this wheeling agreement. After 
November, 1960, there will be no 
firm power available to Montana- 
Dakota for its own use but during the 
navigation season, there will be sur- 
plus secondary power available. This 


permits the company to install large 
generating units in its steam plan 

and to arrange for the mainteand 
of such units when this seconda 

power is available. 

Due to the fact that natural 
available in most of the large: 
munities served from the com: 
electric system, electricity is n 
for water heating and cooking 
extent that it is in communities 
natural gas service is not av 
Nevertheless, the domestic 
electricity is increasing at a rap) 
and now averages 3,515. kil 
hours per year per residenti: 
tomer. The company’s electri. 
is continuing to increase at a) 
approximately 8 per cent pei 
compounded, which compares 
ably with the national averay 
the area served, climatic conditi 
have not led to the widesprea: 
of domestic air conditioning o: 
tric house heating. It is anticipated 
however, that a certain amoiint o 
this business will develop in the fu 
ture but not with the rapidity experi 
enced in the warmer areas 
country. 


of 





COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY 


SERVING OHIO’S 
MOST PROGRES- 
SIVE AREA 
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New England Electric System 
Boston, Massachusetts 
Irwin L. Moore, Chairman 


UR'ENTLY the New England 
‘a is busy, prosperous, grow- 

« challenging. 
the 4,750 square miles served 
England Electric live 2,623,- 
yple engaged in almost every 
ible activity. Shipbuilding, 
ianufacture, machine tools, 
‘,, steel and copper wire draw- 
d sheet mills, oil refineries, 
icals, plastics, processing ma- 
y, electric turbines, marine 
_ ine textiles, shoe manufacture, 
and shoe machinery, grinding 
nd alrasive machines and products, 
ine paper, automobile and airplane 
arts, valves, gauges, meters and 
ontrols, electronics and nucleonics 
nachinery, equipment and products, 
nd growing research and develop- 
nent are just a few of the widely 
aried activities that keep these peo- 
le busy and productive. Moreover, 
eriods of depression or slow growth 
n one line seem to be more than off- 

et by activity in another. 

ty Since World War II we have seen 
urther development of the principle 
{ diversification and upgrading of 
ndustry centered around two points 
f focus: the first, the development 
{ plants for new industries along 
he superhighways of New England, 
nd the second, urban redevelopment, 
oth of which have given a new look 
0 our industrial and economic face. 

The role of the superhighways in 
ndustrial development is well illus- 
rated by the case of Route 128 which 
rms greater Boston in a 180 degree 
are. It has been called everything 
irom “the golden semicircle” to 
electronic gulch” and has proved a 
magnet for industry. 

Foriunately, this newest symbol of 
progress doesn’t stop with Route 128. 
Now in the advanced planning stage 
(actualy some links are under con- 
truction) is the new superhighway, 
Route 495, with many of the char- 
icteri-'ics of 128 and all of its po- 
ential. Like its sister route it will 
fin 1) a semicircle with Boston as 
the hi) connecting with radial high- 
ways o the North, South and West, 
openti.y up new industrial and com- 

opportunities all along the 

Most significant to New Eng- 

and ilectric, this new road runs 
throush our service area for practic- 
ally its entire length. The develop- 
ment and growth possibilities for 
these communities, if the 128 growth 
‘xpe: ence can be taken as a criterion, 


JUNE 9, 1960—PUBLIC UTILITIES FORTNIGHTLY 


are virtually unlimited. 

Another evidence of the life and 
vigor of our New England commu- 
nity which should not be overlooked 
is the activity in urban renewal. The 
cities and towns throughout the 
region are on the move to cement 
for themselves their natural role as 
shopping and commercial centers for 
bigger areas as industry spreads out 
on the superhighways. 

Also encouraging is the growth of 
industrial employment in our service 
area. Since 1955 we have had a net 
“in-migration” of 150 new industrial 
firms with an estimated net increase 
of almost 5,000 new jobs. Our net 
loss in textile industries has been 
more than offset by an increase of 
some 8,500 jobs in electronics and 
some 1,300 jobs in plastics, not to 
mention further increases in both 
durable and non-durable classifica- 
tions. Although many of these firms 
start small, they grow. During these 
last five years the demand of com- 
mercial and industrial customers has 
shown a net gain of 350,000 kilowatts. 

During the last decade the popula- 
tion of New England has increased 
by 6.8 per cent and employment in 
non-agricultural establishments has 
increased by 5.9 These rates of 
growth were lower than for the 
United States as a whole, but New 
England still leads the nation with 
40 per cent of its non-agricultural 
work force employed in manufactur- 
ing establishments as compared with 
31 per cent for the entire country. 
The thousands of people employed in 
research and development work are 
not classified as manufacturing work- 
ers even though they produce our 
most important products—new ideas, 
new processes and new machinery. 
Wages and salaries in this category 
are much higher, of course, than in 
manufacturing plants generally. 

One final word about New Eng- 
land economics. At the end of 1958 
it was estimated that the per capita 
liquid savings of New Englanders 
were 42 per cent higher than for the 
country as a whole. Per capita per- 
sonal income rose from 9 per cent 
above the national average in 1950 
to 14 per cent above in 1958. 

This is a dynamic and growing 
economy, a fact that we are pointing 
out to the rest of the country in our 
series of New England Electric ad- 
vertisements. 


(Continued on page 86) 
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Specifically Suited to YOUR Needs! 


COMPLETE Self-Service EQUIPMENT 
for PAYMENTS or DEPOSITS 
“AFTER HOURS” 


Used by Public Utility Companies 
all over the World 





PAYMENT COUNTER 


For use by Collecting Agents 
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New Orleans Public Service Inc. 


UCH progress was made in 1959 
Mi: a program to expand and 
improve facilities for serving steadily 
increasing customer needs, according 
to Mr. Andrus in his company’s an- 
nual report. Orders were placed for 
major items of equipment for a sec- 
ond generating unit at the Michoud 
steam-electric generating station. 
Scheduled for operation in the spring 
of 1963, this unit is expected to have 
a capability of approximately 230,000 
kilowatts, and is estimated to cost 
over $24 million. Michoud station 
presently has generating capability of 
120,000 kilowatts. 


New Orleans, Louisiana 
GERALD L. ANnprus, President 
Operating revenues for 1959 in- 

creased 3.7 per cent to $53,679,755 
primarily for added sales for electric 
service. Electric revenue amounted 
to $33,320,710, a 5.3 per cent rise 
with sales in all general business 
classifications being up. 

Electronic data processing equip- 
ment is scheduled to be installed in 
early 1961. This system will effect 
almost complete mechanization of the 
principal customer and general ac- 
counting functions. 

Southwest Atomic Energy Asso- 
ciates, the 15-company group with 
which the Middle South companies, 


each 3 


stim 
4 The 


Areas¢ 


including Public Service, are 
ated, made substantial progres. dy 
ing the year on its research pr ora 
toward the development of an 
reactor of advanced design. 
lights include the design by / 
International, a division ‘of 
American Aviation, Inc., of a 

for conducting critical experi ent: 
notification by the Atomic 
Commission of its intent to :°s 
construction permit for this { 

and receipt of a definite com: 

for AEC to make available t! 
imum quantity of special nuc! 
required for the research projcct. 


Niagara Mohawk Power Corporation 


— Mohawk is launched on 
a new phase of its expansion 
program in which the major emphasis 
will be on transmission and market- 
ing of large amounts of power. 
Until now, the largest part of the 
company’s capital expenditures in the 
postwar era have been on new gen- 
erating facilities. Now, Niagara Mo- 
hawk is underway with a program 
that will encompass the following 
projects in the next two years: 

The company will complete its sec- 
tion of a new 345,000 volt transmis- 
sion grid that will extend across New 
York state from Niagara Falls to 
New York city and total 645 circuit 
miles. Sections of this grid are to be 
built by the Power Authority of the 
State of New York, Niagara Mo- 
hawk and Consolidated Edison Com- 
pany of New York. 

Through this grid, plus other ex- 
tensive existing facilities, the Niagara 
Mohawk system will be intercon- 
nected with the Niagara River Power 
Project as well as with the St. Law- 
rence River Power Project. 

A further objective of the com- 
pany’s new construction program is 
to increase greatly the interchange 
capacity between Niagara Mohawk 
system and adjoining utilities for the 
purpose of achieving maximum econ- 
omy in generation and transmission. 


Syracuse, New York 

EarLE J. MAcuHotp, President 

As to the first phase of the pro- 
gram, our linkage to the Niagara 
project, extensive transmission and 
substation facilities have already been 
completed in the Buffalo-Niagara 
Falls area. The next step will be 
construction of a large substation 
near Syracuse, the geographical cen- 
ter of the state, and enlargement of 
our Porter substation at Utica. These 
two substations will be connected to 
the section of 345,000-volt cross-state 
grid to be constructed by the Power 
Authority. 

Niagara Mohawk’s station at Utica 
will be the terminus of the Power 
Authority’s line from Niagara as it 
is now the terminus of Niagara Mo- 
hawk lines connecting our system 
with the St. Lawrence project. Thus, 
through this station, the two hydro- 
electric projects will be intercon- 
nected. 

From this key point at Utica, 
Niagara Mohawk will build two 345,- 
000-volt circuits eastward to Albany 
and down the Hudson river as far as 
Poughkeepsie. From there, Con Edi- 
son will construct two 345,000 volt 
circuits as its portion of the grid to 
connect with its system at Yonkers. 

The new interconnections between 
the Niagara Mohawk and Consoli- 
dated Edison systems, working in 
parallel with existing transmission 
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lines interconnecting their em 
will make possible the exchanve 
four times as much power briwee 


them as can be handled over e» isting 


facilities. Niagara Mohawk is sched 
uled to start delivering 250,000 kilo 
watts of firm power to Consolidate 


; year el 
Hoperati 
pording 
sport. 

Ohio 
frevenue 
121,060 


ACompa: 


Edison by July 1, 1962, to supplft — 
Con Edison’s peak loads which arg 
at a maximum in the summer month¢ 


Later Con Edison will be able to de 


liver large blocks of power to Niag 


ara Mohawk in winter months whe 
it has generating capacity to spa 
and Niagara Mohawk’s loads are 2 
a maximum. 

A new 230,000-volt line from Ni 
agara Mohawk’s 230,000-volt trans 
mission system will also be co 
structed eastward from Albany t 
provide a greater exchange of powe 
between Niagara Mohawk and Ne 
England power companies than caf 
be handled by the existing inter-sys 
tem transmission ties between thes 
companies. 

The overall program will est«bli 
a new era in the large-scale tran 
sion and exchange of power in Ne 
York state. It keeps pace wit! thé 
increased power resources with 
state and growing customer us*. 
will be of benefit to all power 
sumers. 


Northern States Power Company 


_ year was a very successful 
year for Northern States Power 
Company. Operating revenues went 
over $170 million, registering an in- 
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Minneapolis, Minnesota 
ALLEN S. Kino, President 
crease for the 26th consecutive year. 
Earnings rose to $1.41 per share on 
the 15,212,757 shares outstanding at 
December 31, 1959 compared to $1.30 


per share on 14,280,489 shares 
standing at December 31, 1958. 

The outlook for 1960 is © 
optimism. Revenues are expec 
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Hach 5184 million, and earnings are 
stimeied at about $1.50 per share. 

| The company expects further in- 
Hrease. in the use of electricity in the 
ime, on the farm, in business, and 
n incastry. The “Live Better Elec- 
icall.’’ program and promotion of 
stag... © \[edallion home” are creating 
ms rene idous interest on the part of 
gH iid: cs and the public in the all- 
MUG ectr ¢ home as they realize the bene- 
\Orgs co: “all electric living.” At the 
cili rese).t time there are over 200 homes 
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mi e business recovery that started 
it fu@f J in mid-1958 gained such mo- 


Ct. Binenttm in the area served by the 
Yhio Edison System during the first 
Half of 1959 and subsequent to the 
ettlement of the steel strike that the 
‘ear ended with a number of new 
"8hperating records for the system, ac- 
WSC Olording to the company’s annual re- 
ECE ort. 
“'SUMGY Ohio Edison Company’s operating 
; chedy evenue for 1959 amounted to $132,- 
X) kildy1.060, and Pennsylvania Power 
pe Hompany’s $18,879,549. After inter- 
Supply ‘4 i : : 


electrically, and many more are ex- 
pected to be added during the year. 

In 1959, the company completed 
installation of the largest unit on its 
system, a turbo generator of 175,000 
kilowatts capability in its High 
Bridge plant in St. Paul. A second 
unit of the same rating, under con- 
struction at its Black Dog plant near 
Minneapolis is scheduled to go into 
service early in the fall of 1960. Con- 
struction is also under way on the 
company’s 66,000-kilowatt Pathfinder 
atomic plant to be located a few 


Ohio Edison Company 
Akron, Ohio 

W. H. Sama is, President 
company eliminations, the consoli- 
dated total was $150,797,804, an in- 
crease of 9.6 per cent over 1958, and 
an all-time high for the system. More 
than 98 per cent of this total revenue 
was from electric operations and the 
remainder from the sale of steam in 
three communities and from miscel- 
laneous revenue. 

The high plane on which the year 
ended also marked an appropriate end 
to a decade in which both the com- 
panies and the area served experi- 
enced remarkable growth. The last 
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miles northeast of Sioux Falls, South 
Dakota. This plant is scheduled to be 
completed in 1962. 

Construction expenditures totaled 
$45,200,000 in 1959. Expenditures 
are estimated at $56 million for 1960, 
$43 million for 1961, $42 million for 
1962, and $60 million for 1963, for a 
total of $201 million in the four-year 
period. To finance its 1960 construc- 
tion program, the company expects 
to issue $35 million of first mortgage 
bonds in December 1960. A bond 
issue is also contemplated for 1961. 


half of the 50’s brought with it the 
greatest expansion of industry in the 
area’s history. New industrial plants 
and additions announced in the past 
five years involved expenditures of 
an estimated $709 million for con- 
struction and equipment and the 
creation of many thousands of new 
jobs in the area. Of more direct 
significance is the increase of 172,257 
in the number of customers over the 
ten-year period. 

New uses of electricity, expanding 

(Continued on page 88) 
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; cOn@] year of our program has_ ing it in future achieve- 
con‘inuously pointed the ments. May we show you 
way to better electric living, our 1959 Report — which 
tru!» modern progress. portrays our plans for the 
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WORLD MARKET for CONNECTICUT PRODUCTS 


In the Areas served by the Hartford Electric 
Light Company . . . metropolitan Hartford, 
Middletown, New London, Stamford and 
| Torrington . . . myriad industries find em- 
| ployees, markets, resources and prosperity. 


Annual Report on request 


THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue, 


Wethersfield Conn. 
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population and the general economic 
health of the area have contributed to 
the outstanding progress realized in 
the past ten years. This growth is 
reflected in the extensive construction 


Oklahoma Gas and Electric Company 


Dona.p S. KENNEpy, Chairman and President 


cea Gas and Electric Com- 
pany supplies electric service to 
approximately 1,100,000 population 
in a 30,000 square mile area in Okla- 
homa and western Arkansas. His- 
torically, the economy of the area 
has been dominated by agricultural 
and oil production, but the steady 
growth of industry during recent 
years has provided the necessary 
diversity for a better balanced econ- 
omy. 

Many new major industries have 
moved into our service area within 
recent years and many established in- 
dustries have expanded their facil- 
ities. These include such well-known 
companies as Western Electric, Borg- 
Warner, Ohio Rubber, Dixie Cup, 
Continental Can, Blue Bell Clothing, 
Ideal Cement, Sylvania, Fansteel 
Metallurgical, Callery Chemical, Pills- 


programs of the companies for ex- 
pansion and improvement of their 
properties during that time. Since 
1949, they have expended $482,880,- 
000 for these purposes, including 


Oklahoma City, Oklahoma 


bury Mills, U. S. Gypsum, Container 
Corporation, Brockway Glass, and 
Corning Glass. The prospects for 
continuing industrial expansion look 
very promising. 

Our own revenues have grown at 
a compound rate of about 10 per cent 
per year over the past decade, which 
is a doubling in eight years. This re- 
flects the general growth pattern of 
the area. Our generating plant facil- 
ities have been increased from 240,- 
000 kilowatts in 1949 to 1,138,000 
kilowatts in 1959. We added a single 
generating unit of 240,000 in 1959, 
which was equivalent to our total 
capacity ten years earlier. Forecasts 
indicate we will need additional ca- 
pacity by 1963. No financing was 
required during 1959 and none is 
planned for 1960. 

My confidence in the future of the 








: 
$56,119,300 in 1959. For 1960 such 
expenditures are estimated at $59 
247,000 (Ohio Edison Con an 
$55,531,000; Pennsylvania | we 
Company, $3,716,000). 
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region is best reflected in a rocengg’s 
official report for the United “tategy"@t " 
Senate Select Committee on Na: onagy'(Us' 
Water Resources, submitted to Seni 
ator Robert S. Kerr, chairma::, off 
January 14, 1960. This report show i 
that Region V, which is compri-ed off 
Kansas, most of New Mexico “f 
parts of Missouri and Mississippi, ig7o™' ' 
probably the fastest growing revior .e - 
of the United States as far as th@gpetvic’ 
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the southwestern states of 'Xas 
Oklahoma, Louisiana, Arkansas 


electric utility industry is concer ed§ Phe 
The peak loads of the investor-o\nedgp pm" 
companies in this region are expectedggonttas 


to increase almost three-fold by 19709 
and more than six-fold by 1980. The 
report further shows that the iives$ 
tor-owned system loads in Region V 
will be tied for first place in the na 


tion by 1980. 
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é pacity has increased in 1959 4 
| the past 10 years from ae 
© 241,000 kw to 1,138,000 

kw... an increase of Bi 

371%. 

A new 240,000 kw steam FC 


turbo generator was 
placed in operation at our 
Mustang Station, 10 miles 
west of Oklahoma City in 
June, 1959. 














J We are meeting all service demands 
: and have an adequate reserve supply. 


OKLAHOMA GAS AND ELECTRIC COMPANY 





321 North Harvey, Oklah City, Oklah 
Donald S. Kennedy, President 





A copy of our 
1959 Annval Report 
is yours on request. 
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1 © future of the Upper Midwest 
i: almost unlimited. The pro- 
bressi'e spirit of its citizens has 
hroug it about an extended period of 
evel oment that may well be only in 
ts in'.ncy. New industry is moving 
in at 1 accelerated rate, and present 
ndusi:v is expanding to bulwark and 
(diversification to the region’s 
asic; gricultural economy. For Otter 
fail |'ower Company, the immediate 
ition of adding several indus- 
electric loads each from two to 
ive tines as large as that of the com- 
jany's present largest industrial cus- 
mer is a measure of the speed of 
the growth now taking place in its 
ervice area. 
The picture o of growth and devel- 
pment in the Upper Midwest may 
contrast with the impressions of peo- 
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ROWTH continues in the service 
( . area of Pacific Gas and Electric 
Company at a pace which confirms 


Athe estimate of 1960 as an excep- 
tionally favorable year for business 


avenerally. 


Gelectric customers to our lines. 


a A system peak of over four and 
one-half million kilowatts established 
n August, 1959, is expected to be 
substantially exceeded and may reach 
+9 million kilowatts this year. We 
expect to connect about 56,000 new 
Dur- 
ing the first quarter a total of 18,795 
new single family homes was con- 


guected, an increase of 15.9 per cent 


over the same period last year. Mullti- 


Siaily. or apartment units were up 








68 pe 
1959, 


cent over the first quarter of 
‘Migration: into California from 


Otter Tail Power Company 
Fergus Falls, Minnesota 
Cyrus G. Wricut, President 
ple unfamiliar with this segment of 
the United States, many of whom 
still think that the region contains 
nothing but vast prairies, crossroads 
towns and country elevators. The 
belief that the Upper Midwest has 
somehow remained isolated from the 
modern world persists in other parts 
of the nation despite the rapid change 
that has taken place in recent years. 

It would come as a surprise to 
some that the prairies have long 
since given way to highly-productive, 
mechanized farms, concrete highways 
and urban development, that the 
crossroads towns have become ag- 
gressive, up-to-date communities suc- 
cessfully competing for commerce and 
industry and that the country ele- 
vators are fast being joined by food 
processing plants of almost every 


San Francisco, California 
NorMAN R. SUTHERLAND, President 
elsewhere will provide more than half 
of the anticipated new domestic cus- 
tomers. 

California is undergoing a second 
consecutive year of below-normal 
precipitation, which will increase the 
amount of irrigation pumping. Our 
advance planning in the management 
of our storage reservoirs will mini- 
mize the effect of the drought on 
power production. We estimate that 
hydroelectric production will be about 
85 to 90 per cent of that for an aver- 
age water year. 

The first 325,000-kilowatt unit on 
the PG&E system will be in service 
at Pittsburg power plant to help 
serve this year’s anticipated peak 
load. This unit and the 12,500-kilo- 
watt Gey sers power plant, _utilizing 
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description. Yet, this is the true 1960 
picture in eastern North Dakota, 
northeastern South Dakota and 
northwestern and west central Min- 
nesota, the area receiving electric 
service from Otter Tail Power Com- 
pany. 

In 1960, Otter Tail stands on the 
threshold of the greatest expansion 
period in its history. Its service terri- 
tory is on the move toward realiza- 
tion of its full potential in agriculture, 
commerce and industry. 

And, as it has for over half a cen- 
tury, Otter Tail Power Company wel- 
comes the opportunity of providing 
the much larger amounts of electric 
power that will be needed each year 
for an ever greater variety of farm, 
home, business and industrial use. 


Pacific Gas and Electric Company 


geothermal steam developed at The 
Geysers in Sonoma county, will in- 
crease the company’s generating 
capacity to 5,603,000 kilowatt. 

A second 325,000-kilowatt unit is 
under construction at Pittsburg for 
service in 1961 and will increase that 
plant to 1,310,000 kilowatt capacity. 
We have now added to our schedule 
a third 325,000-kilowatt unit to be 
installed at Morrow Bay power plant 
for service in the winter of 1962-63. 
Only six years ago the standard of 
size for increments of conventional 
thermal power on the PG&E system 
became 165,000 kilowatts when the 
first four units of that size were 
placed in service at Pittsburg. 

In the field of nuclear power de- 

(Continued on page 90) 
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BUILD A STRONG CHAIN 


Or-the-Job Training 


Breadth Development 


Supervisory Indoctrination 


Well rounded management personnel are needed to lead 


the utility industry steadily forward. The P. U. R. Guide was 





rolled in this program. 


THE P.U.R. GUIDE 


Public Utilities Reports, 
332 Pennsylvania Bldg., Washington, D. C. 


Employee Information 


Organizational Planning 


created to fill the need for a strong link in understanding the 
non-technical aspects of utility operations. Join over 240 other 


gas, electric, telephone and water utilities which have en- 


Inc. 
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velopment we have determined to 
proceed with additional tests on the 
pressure suppression concept of re- 
actor containment design which we 
have proposed to the Atomic Energy 
Commission for the 60,000-kilowatt 
Humboldt Bay atomic power plant. 
These tests are in progress at Moss 
Landing power plant on Monterey 
Bay. We expect that they can be 
completed and evaluated in time for 
formal presentation to the Commis- 
sion in late summer. We are opti- 
mistic that they will demonstrate 
conclusively to the Commission the 
value of the proposed design. 

The rapid growth of population 
makes the development of additional 
water resources a matter of continu- 
ing importance in California. Pacific 
Gas and Electric Company is actively 
participating in water development 
by co-operating with public agencies 


erage economic growth of 
the areas in five states of the 
northwest which are served by Pa- 
cific Power & Light Company, 
characterized the progress of the 
company during 1959. 

Gross operating revenues of $57,- 
761,000 represented an increase of 
9.2 per cent over the year previous. 
Sales to general business customers 
increased 11.4 per cent and the aver- 
age annuai use of electricity by resi- 
dential customers increased 624 kilo- 
watt-hours to reach a new high of 
7,621 kilowatt-hours. System peak 
load was 1,001,000 kilowatts com- 
pared with 892,000 the year previous. 

Merger of Rawlins, Wyo., Electric 
Company into PP&L in June added 
3,300 customers to the system and 
helped increase the number of electric 
customers to a total of 289,511, or 
5,480 more than a year ago. 

Construction of a second 100,000- 
kilowatt steam-electric unit at the 


in the marketing of their by-product 
power. We have signed a 50-year 
contract with the Oroville-W yandotte 
Irrigation District under which the 
company’s power purchases are ex- 
pected to make possible a $62 million 
project of the District on the South 
Fork Feather river with a total ca- 
pacity of 86,500 kilowatts and water 
storage of 163,000 acre feet. This is 
the most recent of numerous such 
partnerships in which we have en- 
gaged during a period of more than 
thirty years. We expect this pattern 
of co-operative water development to 
increase in the present decade along 
with development of additional hy- 
droelectric capacity in company 
plants. Work is proceeding at present 
on the 42,000-kilowatt Kings river 
development which in 1962 will com- 
plete the company’s Kings river proj- 
ect begun in 1955. We are preparing 


Pacific Power & Light Company 


Portland, Oregon 
D. R. McCiune, President 

Dave Johnston plant near Casper, 
Wyo., was begun in May along side 
of the first unit dedicated eight 
months earlier. Scheduled for com- 
pletion late in 1960, the No. 2 unit 
will increase the generating capacity 
of Wyoming by 24 per cent. 

The 1960 system construction pro- 
gram is expected to require approxi- 
mately $33.7 million, of which almost 
two-thirds will be for normal expan- 
sions of distribution service facilities. 

The company currently has pend- 
ing before the Federal Power Com- 
mission applications for licenses to 
build a fourth and fifth hydroelectric 
project on the Lewis river of Wash- 
ington and for hydro project on the 
Coquille river in Oregon. In addition, 
PP&L is a partner in Pacific North- 
west Power Company, which pro- 
poses to build the 1,750,000-kilowatt 
high mountain sheep project on the 
Snake river between Oregon and 
Idaho; is investigating sub-bitumi- 





to replace two old hydroe'ectr 
plants, the Stanislaus and DeSab 
powerhouses, with larger new plant 
The increase in capacity for th: tw 
will amount to about 45,000 kil 
watts. 

The Savings Fund Plan fc. e 
ployees which the company iv :ug 
rated last year has been enthv <iast 
cally received by them and 5 pg 
cent of the more than 13,00: e 
ployees eligible are now partici; ating 
Of these, 95 per cent elected to appl 
their contributions to the purchase q 
company common stock. The re:nairfe 
der chose either United State: sav 
ings bonds or a combination of bondg 
and stock. The great majority lected 
to make the maximum contrilutio 
for which they were eligible. Co 
pany contributions, all of which a 
invested in stock, supplement thos 
of the employees. 
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nous coal fields in both Washingto 
and Oregon, and also is a co-sponso 
of the research and developmer 
work of High Temperature Reacto 
Development Associates, Inc. and th 
Rocky Mountain Pacific  nucleaf 
study group. 

Recognizing the increased signifi 
cance of research affecting utilit 
operations and the prospects for ex 
pansion of the industrial economie 
of its territory, the company or 
ganized a separate research depart 
ment to consolidate and expand its 
activities in these fields. The researc 
objectives parallel other departmen 
functions for improvement of serv 
ices, reduction of production and 
operating costs, development of nev 
markets and uses for electricity, in 
vestigation of new power supply re 
sources and methods of energy prt 


duction and the conservation of nat4 


ural resources and beneficial utiliza 
tion of industrial raw material 


Pennsylvania Power & Light Company 


Allentown, Pennsylvania 


Cuarves E. Oakes, Chairman of the Board 


N June 4, 1960, Pennsylvania 

Power & Light Company 
reached another corporate milestone 
with the celebration of its fortieth 
year of existence. 

In 1920, PP&L served 78,132 cus- 
tomers and a total population of 688,- 
000 in a service area of 2,800 square 
miles and had 1,079 shareowners. At 
the end of 1959, the company served 


90 


718,714 customers and a total popu- 
lation of over 2 million in a service 
area of over 10,000 square miles and 
had 96,163 shareowners. The last is 
a specially interesting fact, there 
being many more owners today than 
customers when the company was 
formed. 

From the merger of a number of 
small electric and gas utilities in Cen- 


tral Eastern Pennsylvania, |’P& 
has grown to become one © the 
major electric utility compani’s 1m 
the nation. 

The service area includes 29 «oun- 
ties of Central Eastern Pennsy'\ ania 
and is generally referred to a» the 
“Heart of the Market” becau« of 
its substantial and diversified 1 ius- 
try, sound agricultural base and 
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poxinity to major metropolitan lion or an average of $32 million per was the negotiation of a contract for 


“ cal preas Sony from pages oer year. helicopter patrol of the company’s 
- plant ye = as Tr owed wit The new  steam-electric station widespread transmission system. This 
— ‘on facilit ransportation underway at Brunner Island, 15 service has proved extremely valuable 
0 kild and 1 — i 5 ; va —" ogee miles below Harrisburg on the Sus- during emergency situations and will 
and nop 3 eed er uni- quehanna river, is scheduled to go in ¢jiminate thousands of miles of time- 
ov ee nigga Mella aaa 2 elgg early 1961. This 300,000- consuming and costly foot patrol. 
in wug io the service area. kilowatt unit of the semi-outdoor In 1960. PP&L will , 
Th:se advantages have been an type will utilize a cross-compound . , - will continue to 


1 slastiie : : é 
85 pe impor.ant factor in stimulating the 
xpar'sion and attraction of industry. 


emphasize increasing sales volume 


turbine generator, first of this type 
and cost control. 


on the PP&L system. 


Oe ane : 
i; ating Me Company maintains an integrated — An interesting innovation in 1959 (Continued on page 92) 
app pogrim of industrial development 
base amd furnishes potential new industry ~— 
eri ith detailed information on area 
cs say dvantages, sites, buildings and com- 
{ bond 3 goin — - ‘ This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
P lecte Th company continually strives to The offering is made only by the Prospectus. 
ibutiogg contribute to service area progress Bi 
- Conf and prosperity. In 1959, PP&L re- NEW ISSUE Stills 
ich arg turned a substantial $72.5 million to 
+ thosag the local economy in the form of pay- Sh 

B rolls, dividends to local shareowners, 3 3 3,400 ares 
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Alion kilowatt-hours 


reached a new peak of 1,374,000 kilo- 
watts. Sales of electrical energy were 
up 6.8 per cent, reaching 6,333 mil- 
and operating 
revenues rose to $138.4 million, an 
increase of $7.3 million over 1958. 
The company feels that increased 
sales to residential, commercial and 
industrial customers has been largely 
the result of effective and aggressive 
promotion. Typical promotions in 
1959 included educational clinics on 























Holders of the Company’s outstanding Common Stock are being offered rights 
to subscribe at $36.50 per share for the above shares at the rate of one share for 
each ten shares of Common Stock held of record on May 24, 1960. Subscription 
Warrants will expire at 3:30 P.M., Eastern Daylight Saving Time, on June 14, 1960. 


The several Underwriters have agreed, subject to certain conditions, to pur- 
chase any unsubscribed shares and, both during and following the subscription 
period, may offer shares of Common Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 
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LEADING THE WORLD IN ELECTRIC POWER 


Tuomas W. DetzeLi, Chairman of the Board 


ig General Electric Com- 
pany, Oregon’s pioneer utility, 


closed out its seventieth year of op- 
eration serving more customers more 
electricity than ever before. 

In order to meet demands of a year 
which saw PGE surpass 250,000 cus- 
tomers, the utility expended nearly 
$13 million in general line and distri- 
bution construction. The 1960 con- 
struction budget, for the same pur- 
poses, is expected to run $11,608,850. 

Not included in the 1960 figures, 
however, are any monies which might 
be spent should PGE get early ap- 
proval from the Federal Power Com- 
mission on the proposed $71 million 
Round Butte dam on the Deschutes 
river. The application has received 
the unanimous approval of the Ore- 
gon State Water Resources Board 
and is now being considered by the 


Public Service Company of Colorado 


OLORFUL Colorado, with its mod- 
C erate climate, scenic grandeur 
and year-’round recreational oppor- 
tunities, has become a_ population 
magnet since World War II. Colo- 
rado’s population increased from 1,- 
173,000 in 1945 to an _ estimated 
1,773,000 today. Denver, capital city 
and headquarters for Public Service 
Company of Colorado, and its metro- 
politan area has grown from approxi- 
mately 450,000 to 885,000 in the 
same length of time and continues to 
grow today at the rate of 2,700 per- 
sons per month. 

In addition to the increasing num- 
ber. of permanent residents, the state 
plays host to hundreds of thousands 
of tourists each year who come to 
Colorado to partake of the state’s 
many attractions. Staying ahead of 
the economic boom has necessitated 
tremendous expansion of the com- 
pany’s facilities. 

In the past ten years, PSCo has 
spent $261,136,000 for new facilities 
—$185,359,000 for electric, $64,368,- 
000 for natural gas, and $11,409,000 
for common and general plant. In 
that time, gross generating capability 
has been increased from 248,200 to 
888,350 kilowatts, and electric cus- 
tomers have increased from 202,372 
to 330,779. 

Construction costs for electric gen- 
eration, transmission and distribution 
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Portland General Electric Company 


Portland, Oregon 


FPC. On December 22, 1959, the 
Oregon State Hydroelectric commis- 
sion issued a preliminary permit for 
the project. Construction of Round 
3utte will start as soon after licens- 
ing as detailed plans can be prepared 
and job contracts awarded. By un- 
dertaking this immense project, the 
company again Cemonstrates its faith 
in the future of Oregon. Round Butte 
will help provide the power require- 
ments of customers, present and fu- 
ture. 

PGE’s power resource position im- 
proved considerably during 1959 
when the utility announced purchase 
of another large block of electric 
power from public agency dams on 
the Columbia river in Washington. 
PGE has now contracted for 583,046 
kilowatts from Priest Rapids, Wana- 
pum and Rocky Reach projects on 


Denver, Colorado 
R. T. Person, President 
facilities accounted for $21.4 million 
of the company’s $32 million con- 
struction program in 1959. In the 
next five years, (1960-1964), PSCo 
will spend an estimated $207 million 
to meet its construction requirements 
with approximately $135 million to 
be spent on electric facilities. 

Within the past year, 154,000 kilo- 
watts of generating capacity were 
added by the company. Cherokee sta- 
tion, north of Denver, placed a 110,- 
000-kilowatt unit on the line about 
mid 1959, and Cameo station, near 
Grand Junction, Colorado, added a 
44,000-kilowatt unit which went on 
the line in April of this year. 

Cameo station, a mine mouth plant, 
has a capacity of 66,000 kilowatts and 
receives its fuel directly from a coal 
mine over which it is located. This 
station’s power is distributed on the 
company’s western fringe, which is 
also tied into the central system by a 
transmission line built over the Con- 
tinental Divide. 

Construction started in May of this 
year on a 150,000-kilowatt third unit 
at Cherokee station, which when 
completed in 1962, will bring this 
station's capacity to 360,000 kilowatts 
and the company’s generating capa- 
bility to over one million kilowatts. 

The company has nine steam-elec- 
tric generating stations in its system 
and six hydro stations, with hydro 













































A\loun'a 
AGrouy 



















a\ucler 

ayemp: tT 

the Columbia. HM \ssocia 
During 1959 the utility als; regg Wh 


corded all-time highs in the use ofgStates 
electricity. : 


= 


On November 16th, PGE’. nef 
system peak load reached 97 00@ 
kilowatts, which was 62,000 kil. att 
higher than the previous peak 1 ‘ 


January 5, 1959. During the sa 
hours, the system used 16,2 
kilowatt-hours of energy. 
Average annual residential 1 .¢ 0 
the PGE system was one of the igh 
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PSCo, together with several manu- mands 








facturing companies, has been con-g§s@S S€! 
ducting experiments in electric trans-jgpenditu 
mission with extra-high voltages atfgi the | 
high altitude. The company’s  teststtuctio 
transmission line is at Leadville,§§!960, « 
Colorado, 10,500 feet above sea level which 
where tests with voltages ranging $140 m 
from 300,000 to 500,000 volts aregspent | 
nearing completion. fifth 
This research has proved conclu-§ "st 
sively that extra-high voltages can be ceeded 
carried on conductors of smaller di- §™re 
ameter than heretofore believed at §@moun' 
high altitudes with minimum corona ditions 
loss and radio interference. and ec! 
The company will start construc- Wor 
tion this summer on a new 115/235-g Major 
kilovolt transmission line, which will § er 
incorporate much of the knowledge §%0" 11 
obtained from the Leadville ‘ests. j mated 
The first 16 miles of the line, which alread 
varies from 5,900 to 8,625 feet alove bine 
sea level, will be built at a saving of g Secon: 
26 per cent on the cost of conductor placed 
as a result of the company’s tests at J Weeks 
Leadville. _ on th 
Although Colorado abounds in will 
coal, oil, and gas reserves, availble The 
at relatively low cost, PSCo has heen turbini 
actively engaged in the study, re- placed 
search, and development of nucieaf me th 
power generation through the Rocky §™" OF 
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H\oun'ain Nuclear Power Study proximately 15 per cent by 1970, 
AGrouy. the Rocky Mountain-Pacific Colorado is anticipating a 27 per cent 
M\ucle:r Research Group, and High growth. Metropolitan Denver is ex- 
temp rature Reactor Development pected to increase 29 per cent during 
A \ssociates. this same period. Such growth, the 
Wh:le the population of the United result of shifting U.S. population 
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in which to live and work, and the 
location of new and expanding in- 
dustrial activities in the company’s 
service territory, will continue to 
challenge Public Service Company of 
Colorado. This is a challenge we look 




















r he Tstates is expected to increase ap- looking for more enjoyable climates forward to with great anticipation. 
nell Public Service Electric and Gas Company 
5” 0008 Newark, New Jersey 
att Donatp C. Luce, President 
hed Yew records were established in generating station, near Perth Am- scheduled for service in 1962, will 
e 24m N 959 for sales, revenues, de- boy, a fifth turbine generator is being raise the station’s capacity to 817,000 
00@4 nand, and output of both electricity installed. This 342,000-kilowatt unit, kilowatts, largest in the company’s 
Hind eas. The year’s records were to cost more than $66 million and (Continued on page 94) 
© omffimpressive, but of particular signifi- 
iigh#¥ ance is the steady rate of growth of a “ 
er#} the company’s business over the 
kilo# years. In the decade of the ’50’s, kilo- 
nearly@] watt-hour sales of electricity in- 
‘go@f creased from 5.1 billion to 11.6 bil- f 
dence lion, or at the rate of 8.57 per cent @ : le Peasant 
im per year while sales of gas grew from ‘iE eS) sil 
iilyf§220 million therms to 766 million NN : / 
att therms in the ten-year period, or at | 
the rate of 13.30 per cent per year. 
Our forecasts for the coming decade 
Jindicate that the demand on our elec- if’) 
tric and gas systems will probably QW} 
a double. \: q 
ut sa Additions and improvements to 
. elec-Mgutility plant necessary to keep pace Z 
Gwith the continually increasing de- 
nanu-@ mands for the company’s electric and : 
con-mgas services have required the ex- \ ae 
rrans-qgpenditure of almost a billion dollars ray Bic: 
es at in the past decade. Our current con- ae ® ih 
~ testigstruction program as of January 1, ~ " 
ville, 1960, amounted to $295 million, of — » 
level Which it is expected that between 
ngingg 5140 million and $150 million will be 
s aregspent in 1960. This will mark the 
fifth consecutive year the company’s 
nclu-@ Construction expenditures have ex- . @ Going Up —that’s the story in our 
an beg ceeded S100 million and will bring to service area — America’s Most Promising 45,000 
1 di-Q more than a_ billion dollars the Square Miles. 
»d at J @mount expended since 1951 for ad- 1959 building permits were nearly 30% higher 
‘rona @ ditions and improvements to plant than 1958 —the previous high. 
and eqi:ipment. Winter val i h wisdieds 
Ba age inter rains and snow have providec 
a ae = 8 ; precipitation which makes the farm and ranch 
235-§ Major additions to the company’s ; ‘ 
, will § generaiing facilities. The Bergen sta- outlook brighter than it has been for 16 years. 
-dge | tion i. Ridgefield, New Jersey, esti- The 1960 census should show a population 
rests. Mated to cost nearly $110 million, increase of about 60% for the decade. 
vhich alread. has one 290,000-kilowatt tur- Going up — that’s the story of the area — and the 
hove fine «.nerator in operation and the electric company that serves it. 
12 of § Secon: unit of similar capacity will be 
uctor § Placed on the line within the next few 
is at Weeks The Mercer station, located 
mm Delaware river near Trenton, SOUTHWESTERN 
s ing WUl cost approximately $130 million. 
ible The first of two 330,000-ldlowat PUBLIC SER VICE 
heen §turbii generators is expected to be =e 
_ re-§ Placed in operation later this year 
clear J and the second, of similar capacity, SERVING AMERICA'S MOST 
cky in 1% 1. At the existing Sewaren PROMISING 45,000 SQUARE MILES 
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system. The capacity of this station, 
alone, will then exceed the capacity 
of the entire Public Service system 
at the beginning of 1940. Upon com- 
pletion of these new facilities and 
after retirement of some older gen- 
erating units at Marion station, the 
company’s total installed capacity will 
be 4,054,500 kilowatts, an increase 
of almost 60 per cent over the ca- 
pacity on January 1, 1959. 
Construction and reinforcement of 
major high-tension transmission lines 
and switching facilities, at a cost of 
almost $40 million, is under way or 
planned in order to insure the most 
effective use of the company’s im- 
mense generating facilities and to 
maintain high standards of reliability 
of service. Two new switching sta- 
tions are scheduled for service in 
1960, and another for service in 1961. 
Placed in operation recently is the 
$6 million Newark switching station, 
with an ultimate capacity of 330,000 
kilovolt-amperes, which is the first 


Puget Sound Power & Light Company 


uceET Sound Power & Light 

Company is experiencing contin- 
ued growth and progress in its ex- 
panding area. 

Keeping pace with this growth, the 
company put into operation its new 
94,000-kilowatt Upper Baker river 
hydroelectric development last No- 
vember. A 64,000-kilowatt expansion 
of the company’s Lower Baker river 
development is progressing on sched- 
ule and should be ready for operation 
in September of this year. 

On April 1st the Washington Pub- 
lic Service Commission authorized 
Puget to raise its rates about 11 per 
cent or $3,634,000 a year. The in- 
crease is $295,800 less than the com- 
pany had requested. About $2 million 
of the increase will go for taxes, leav- 
ing a net increase of $1,678,037 a 
year. 

The company arranged and fi- 
nanced meetings with top industrial 


South Carolina Electric & Gas Company 


_ Carolina’s march of prog- 
ress is being quickened through 
electric power availability, and our 
company—serving half of the state’s 
46 counties—is helping the area to a 
giant step along this road. 
Accessions of new industry in the 
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switching station built by the com- 
pany in the central business district 
of a major city. 

In addition, the company will ex- 
pand its distribution facilities during 
1960 with the installation of 22,000 
new electric meters, 2,000 miles of 
overhead and underground wire, 
5,000 additional distribution trans- 
formers, 5,000 new street lights, and 
8,500 additional poles. 

Continuing the company’s plan to 
serve straight natural gas in certain 
areas of its territory, the appliances 
of approximately 145,000 customers 
were converted in 1959, bringing the 
total number of customers using 
straight natural gas to over 514,000, 
and 42,000 additional customers will 
have their appliances converted in 
1960. By the end of 1960 nearly one- 
half of all customers in the company’s 
gas service area will be supplied with 
straight natural gas. 

Almost 32,000 gas heating cus- 
tomers were added during 1959, 


Seattle, Washington 
J. H. Crawson, President 

executives in four Midwestern cities 
during April as part of its positive 
program to attract new industry to 
its service area. An 18-man delega- 
tion, including Governor Albert D. 
Rosellini, met with approximately 
300 officials of leading industries in 
Chicago, Detroit, Cleveland and 
Pittsburgh to inform them of the 
economic advantages and opportuni- 
ties for expansion of their businesses 
in Washington. Interest in Puget’s 
area on the part of major industry 
was evidenced by the fact that at- 
tendance at the meetings ran 2 to 1 
over that at similar gatherings last 
year in Boston, New York and Phila- 
delphia. The Midwesterners repeat- 
edly expressed warm appreciation for 
the Westerners efforts to alert them 
to the Puget Sound region’s growing 
population and markets. 

Power needs of the Pacific North- 
west will double in the next decade 


Columbia, South Carolina 
S. C. McMEEKIN, President 


state during the past year or so have 
justified our firm’s heavy expansion 
investment. We are lengthening the 
state’s industrial strides further 
through (1) a three-year, $66 million 
construction expansion program ; (2) 
provision of ample natural gas facili- 













bringing the total number to appioxi est 1 
mately 278,000, and it is anticipated 
that 29,000 additional heating cus 
tomers will be added by the er, 
1960. The company will then be <ery- 
ing more than 300,000 heating -us- 
tomers. Plans for gas facilitie. t 
meet the increased demands of «res- 
ent customers and to provide s¢ vice 
to the expected additional h iting 
customers include the installati n off The 
approximately 285 miles of gasMfiave & 
mains, 22,000 services, and 27,0008 lion cu 
meters during 1960. . Bide fo 

Because of the importance o/ hav-M meni :. 
ing new industries locate in our ‘erri-Minvesin 
tory, we have expanded our programffftg abot 
of promoting the many advantazes off of wii 
the area served. Located at the Cross-{ the |:s 
roads of the East, New Jersey is in} 
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a most favorable position with re-| Tose 
spect to domestic and foreign mar-Bine in 
kets, and I am enthusiastic about the “a 
prospects for continuing growth off deman 
the economy of the state and of the 409.773 


business of the company. i tend 3 


Fhours, 


according to a recently published 
forecast by the Bonneville Power 
Administration. It also predicted that 
average customer usage in the [on- 
neville area would reach 14,000 kilo- 
watt-hours annually by 1969. 

For the twelve months ended 
March 31, 1960, Puget’s residential 
customers used an average of 8,804 
kilowatt-hours, an increase of 667 
kilowatt-hours or more than 8 per 
cent over the 8,137 the previous year. 
As of March 31, 1960, there were 
147,170 residential customers on the 
company’s “all-electric” schedule, 
with an average annual usage of 
11,003 kilowatt-hours. 

During 1960, Puget will spend 
about $21 million—more than $100 
per customer—for construction of 
new facilities and equipment to keep 
pace with the growth in its service 
area, 











ties, and (3) a make-ready for the 
future—co-operative research nto 
nuclear power possibilities. 

Alert to the quickening temp of 
shipping at the port cities of Cha‘ es- 
ton, Georgetown and Beaufort, the 
company is providing for the re ult- 

PUBLIC UTILITIES FORTNIGHTLY—JUNE §, 1960 





on 


JUNE 5, | 










proxig 


1 


rate 





idustrial growth in the “Low 
ry” area. The firm is construct- 
$23.1 million steam plant at 
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rid offfCan: lys on the Edisto river. When 
‘ sery4lcom ected in 1962, the station not 
> cusfMonly will provide further growing 
ie. tolllroon for new coastal-area industry, 
res-M but i will boost the firm’s total gen- 
crvicelferati: g capability to well above the 
eatingy§ milli n kilowatt mark. 
off Tle company and its subsidiaries 
' gasf#have expended more than $176 mil- 
-/ QO0M ion ‘uring the past ten years to pro- 
Hyide ‘or increased customer require- 
hav-fiments. As of the end of 1959 the 
erri-Mfinves'ment in utility plant amounted 
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es offfof which has been constructed during 
TOss-f the last ten years. 
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Bdustrial growth is reflected through 
the industrial electric load experi- 
enced since 1954, At that time the 
demand for industrial power was 
409,778,000 kilowatt-hours; by 1959 
it had reached 1,000,782,000 kilowatt- 


Ghours, an increase of 144.22 per cent. 


Forecasts for this year place our 
industrial load at 1.5 billion killowatt- 
hours, and for 1965 at 2.5 billion 
kilowatt-hours. 

The increase in the forecast for 
1965 has been accelerated by the fact 
that several large industries have 
purchased tracts and expect to build 
large operations in the area within 
the next three years. 

These figures are exclusive of a 
contract held by South Carolina Gen- 
erating Company, a wholly owned 
subsidiary, with the Savannah river 
plant of the Atomic Energy Com- 
mission which purchases all its out- 
side power from the company. 

Some indication of the tremendous 
increase in the volume of natural gas 
sold can be gained from these com- 
parisons. For the twelve months end- 
ing March, 1954, sales amounted to 
931,000 Mcf. The forecast for the 
1959-1960 heating season was some 
12 million Mcf. Looking ahead to 
1963, the company has forecast a sale 
of 20 million Mcf. 
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Our company continues its co- 
operative participation in nuclear 
power research. As a joint sponsor 
and member of Carolinas Virginia 
Nuclear Power Associates, Inc., the 
company expects construction to start 
in the summer on an atomic reactor. 
It will be located adjacent to our 
Parr steam-electric station, about 30 
miles northwest of Columbia. Steam 
generated by the reactor will be de- 
livered to the steam supply system 
of the existing plant and will activate 
the turbines and generators. 

This will be the first construction 
of a nuclear plant for power purposes 
in the Southeast. 

The market South Carolina Elec- 
tric & Gas Company seeks to develop 
perhaps lacks palpable dimensions be- 
cause of its broad and general scope. 
Nevertheless, an avowed goal of our 
firm is and will continue to be the 
development of South Carolina’s in- 
dustrial future. 
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- an entirely new closed system 
that gives 
in all types of cable installations. 








incomparable benefits 


@ Impervious to gases, chemicals and water. 


@ Provides a completely sealed conduit — with “‘built- 
in” cable. 


@ Combines the advantages of lead sheathed and 
metallic taped armored cables. 


@ Very strong, but very light. 
@ Extremely pliable for ease of installation. 
@ Can be used aerially or buried directly in ground. 


@ Ideal for applications where impermeability and 
durability are important. 


Write for specific product data. 


* (Continuous Lightweight eXterior, pronounced ‘‘Sealex’’) 


SIMPLEX 


WIRE & CABLE COMPANY 
79 SIDNEY ST., CAMBRIDGE 39, MASS. 


“the American manufacturers of transoceanic telephone cables” 
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Haroitp Quinton, Chairman of the Board 


EcORD highs were reached by 
Southern California Edison 
Company last year in the number of 
customers served, kilowatt-hour sales 
and electrical demand. 

Meter additions totaled 66,820—a 
gain of nearly 8,000 over 1958—the 
volume of kilowatt-hour sales ad- 
vanced 13.5 per cent to 15,698,837,- 
000 and peak demand climbed to 3,- 
181,000 kilowatts, an increase of 7.4 
per cent over the preceding year. 

Record taxes also continued to 
occupy the spotlight. For the eleventh 
consecutive year, the various taxes 
paid constituted the company’s larg- 
est single item of expense. They 
totaled $81,544,899 for the year, or 
the equivalent of 29 cents of every 
dollar of revenue. This represented a 
12 per cent boost over the company’s 
1958 tax bill. 

Aggressive sales activities resulted 


Southwestern Electric Power Company 


O 25,000 square mile service 
area, popularly known as the 
Ark-La-Tex area, is located in the 
center of a large market and contains 
many of the basic elements for 
growth, such as good climate, space 
for growth, abundance of natural re- 
sources, and many thriving busi- 
nesses and industries. Our service 
area is a fast growing one, as the 
following figures show. 


Kilowatt-hour sales increase to 
residential customers of 10.09 per 
cent in 1959 came from growth in 
customers, and increased usage by 
existing customers. The year was 
high-lighted by the connecting of the 
200,000th customer. This new cus- 
tomer was but one of 6,097 customers 
added to our system during the year. 

Through our promotional program 
“Operation Built-In” whereby the 
company offers cash allowances to 
home builders for the installation of 
certain built-in electrical appliances 
the following installations were made 
in new homes during 1959: 


1,319—Minimum 100 amp serv- 
ice with built-in oven and 
surface units. 

1,660—240V clothes dryer out- 
lets. 
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Southern California Edison Company 


Los Angeles, California 


in a /1 per cent increase in the num- 
ber of contracts signed for Medallion 
homes and apartments and enabled 
the company to lead the nation again 
last year in the Medallion home pro- 
gram. As a supplement to its domes- 
tic promotional efforts, the company 
also intensified its area development 
program of encouraging and assisting 
industrial firms to locate or expand 
their operations in Edison’s service 
area. 

The Edison Company’s plant ex- 
pansion program continued in 1959 
with the completion of two steam- 
generating units at Mandalay steam 
station with a combined capacity of 
430,000 kilowatts, and completion of 
the spectacular Mammoth Pool hy- 
droelectric construction project in the 
Big Creek-San Joaquin river water- 
shed development, where Edison’s 
investment now exceeds $212 million. 


Shreveport, Louisiana 
J. Ropert WE su, President 
73—4,500W quick recovery 
water heaters. 


844—Lighting installations of 
2,000W or more. 


2,005—240V room 
tioner outlets. 


air condi- 


53—Central system heat 


pumps. 
Sales of electrical appliances 
through approximately 414 retail 


dealers broke all previous records, 
and sales of major domestic appli- 
ances during 1959 had an estimated 
dollar retail value of 7.5 per cent over 
the previous year. 250 Medallion 
homes were completed and served 
from our lines. 

Sales to commercial and industrial 
customers increased rapidly, too. 

Kilowatt-hour sales to commercial 
class customers were increased 8.61 
per cent in 1959. Installation of com- 
mercial electric cooking equipment, 
commercial lighting, electric resist- 
ance heating, heat pumps, and a large 
volume of electric air conditioning 
contributed toward this increase. 

The adding of new industrial loads 
and increased use by existing indus- 
trial customers provided a_ banner 
year in industrial power sales with a 










This latest addition to the cor 
hydroelectric system has a m: 
capacity of 150,000 kilowatts 
ing the company’s total hydr 
capacity in the Big Creek 
690,000 kilowatts. 

Other construction work 
progress includes two addition 
at the Huntington Beach ste: 
tion, each of a capacity of ; 
kilowatts, which will bring t! 
capacity of that station to a; 
mately 875,000 kilowatts in 19 |. 

Southern California Edison’. 196 
plant budget includes commence “mer 
of construction on two 310,00 -kil 
watt generating units at the con 
pany’s Alamitos steam station \« hic 
upon completion in 1962, will ring 
the capacity of that station above on 
million kilowatts. The total construc 
tion budget for the year 1960 is esti 
mated at $123 million. 
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kilowatt-hour sales increase of 16.2 
percent over the previous year. Thi 
increase was obtained even thoug 
oil field pumping was curtailed du 
to cutbacks in proration allowable: 
that permitted only 123 days o 
pumping. 

Sales programs for 1960 were fur 
ther strengthened with an increase i 
the sales promotion budget, wit 
strong emphasis being placed o 
electric heating and heat pumps. : 
new residential winter heating rate 
of 1.1 cents per kilowatt-hour, afte 
500 kilowatt-hours of monthly usé 
during November through April has 
helped focus customer interest 0 
electric heating. 

Continuing customer growt!i and 
increased use of electricity plu 
a continuing industrial exp: nsiot 
through acquiring new industry and 
expansion of existing industry is an 
ticipated for the three-state ara fo 
future years. 
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po N completion of a new power 

;lant near Amarillo, Texas, in 
lune, 1960, our electric system will 
ave a capability of 925,000 kilo- 
Matt: This plant was originally 
chec led for completion in 1961, 
nd .e found it necessary to accel- 
rate construction so as to complete 
his ; ant before our 1960 peak load 
hic! occurs in the summertime. An 
dditional 112,500-kilowatt unit has 
een ordered for installation in this 

iE year 1959 was a very event- 

iul one for Tampa Electric Com- 
pany. During this year we reached 
record highs in operating revenues, 


Kilowatt-hour sales, addition of new 
customers and laid the groundwork 
for the biggest decade of growth in 
bur sixty-year history. 

Perhaps the most notable devel- 
bpment—the one that will have the 
greatest direct bearing on the future 
eration of our company—was the 
iormation with Virginia-Carolina 
Chemical Company and _ Peabody 
Coal Company of two shipping lines. 
These firms, Gulfcoast Transit Com- 
pany and Mid-South Towing Com- 
pany, are now in full operation. 
Their primary purpose is to haul 
coal for our Gannon station and re- 


Southwestern Public Service Company 


Amarillo, Texas 

J. E. CunnincuaM, President 
new plant, and upon completion of 
installation our system will have a 
capability in excess of 1,000,000 kilo- 
watts. By comparison, our system 
capability in 1950 was 312,450 kilo- 
watts. During the five-year period 
1960-1964, inclusive, our construc- 
tion expenditures are estimated at 
approximately $100,000,000. 

Our construction plans are de- 
signed to keep pace with the devel- 
opment of the 45,000 square mile 


Tampa Electric Company 

Tampa, Florida 
WittiaM C. MacInnes, President 
turn phosphate to the New Orleans 
area. Through this arrangement, and 
a similar two-way phosphate-coal 
haul by rail, we are now receiving 
coal at less than 30 cents per million 
Btu. 

Tampa Electric has hitched its 
wagon to coal’s star. Our Gannon 
plant is already generating some two- 
thirds of our power requirements, 
and this percentage will increase 
when our third Gannon unit comes 
on line in October of this year. This 
unit will be a 175,000-kilowatt unit. 
The two units now in operation are 
130,000 kilowatts each. Also, we have 
just recently asked for bids on a 
fourth Gannon unit—another 175,000 
—which is planned for operation by 
late 1963. 
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area in which we operate. Our in- 
creases in load are coming from all 
revenue classes. We enjoy fine co- 
operation from electrical appliance 
dealers in our service area who are 
co-operating in aggressive appliance 
sales promotion programs. Our 1960 
program calls for continued efforts 
in all fields—residential, rural, com- 
mercial and industrial—to keep up 
the growth record which we have 
established over the past years. 


Plans to construct a 50,000-kilo- 
watt prototype nuclear power plant 
in this area in conjunction with 
Florida Power Corporation, as the 
Florida West Coast Nuclear Group, 
and the East Central Nuclear Group, 
are still in the research and develop- 
ment stage. 

For a number of years now, we 
have actively advertised and pro- 
moted the heat pump, and last fall 
we began active promotion of re- 
sistance-type electric heating sys- 
tems. Already we are certifying a 
larger percentage of Gold than 
Bronze Medallion homes in our serv- 
ice area, and we sincerely expect in 
a short time to see non-all-electric 
homes a rarity in the territory served 
by Tampa Electric. 


The Tucson Gas, Electric Light and Power Company 


‘-. Tucson area continued its 
explosive rate of growth through- 
out 1959. A few company statistics 
compared with 1958 will serve to 


empha-ize the substantial community 
growth which has continued at an 
acceler:ted rate for the past thirteen 
years, 
1959 
% increase 
above 1958 
Electric Operating Revenue .... 17.8 
Gas Op-rating Revenue ....... 6.7 
Total Cnerating Revenue ...... 14.3 
Kilowai:-hour Sales ........... 227 
Electric Customers ............ 7 
Gas Cu:tomers ...........000. 8.9 
Kilowat's—System Demand ... 19.9 
Net Plait and Property ....... 14.7 
a, ee 13.8 
OUTCWON: nsicevenvcavncecans 18.7 


Com:nunity construction activity is 
expectd to continue at an accelerated 
rate for commercial and industrial 
buildings, residential subdivisions, 
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Tucson, Arizona 
C. E. Hocxines, Vice President 


shopping centers, motor hotels, 
schools and hospital facilities. It is 
estimated that the area population in- 
creased over 18,000 during 1959 and 
a similar increase is expected during 
1960. Area population is now esti- 
mated to exceed 250,000. Extensive 
annexations were made to the city of 
Tucson in early 1959 and again in 
early 1960. As a result, it is esti- 
mated that the 1960 census will re- 
flect a city population in excess of 
200,000. A comparison with the 1950 


Year Kilowatt Additions 
1948 

1949 29,250 (2 units) 
1953 25,500 

1954 51,280 

1958 81,000 

1960 81,000 (summer) 
1962 100,000 (projected) 


city census—45,454—an increase of 
well over four times in ten years— 
serves to indicate growth problems 
expected to continue indefinitely. 

Net plant and property has in- 
creased from $17.5 million in 1949 
to $74.3 millions in 1959. This 4.3 
times increase in ten years has cre- 
ated many problems during our 
“growing up” period. This “growing 
up” is forcefully demonstrated by the 
following tabulation of local steam 
generation facilities : 


Total Kilowatts No. of times 


1949 Total 
6,150 
35,400 
60,900 1.7 
112,180 a2 
193,180 5.5 
274,180 7.7 
374,180 10.6 


(Continued on page 98) 
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Substantial industrial loads are to 
be connected in 1960 and 1961 and 
combined activities of the Applied 
Research Laboratories of the Univer- 
sity of Arizona at Tucson, and 
Tucson industrial promotion groups 
will undoubtedly contribute substan- 
tially to future industrial load in- 
creases, thereby augmenting ccmmer- 
cial and residential needs. 

The company has recently com- 
pleted the drilling and development 
of an experimental deep water well 


NE of our industry’s most per- 
O sistent problems arises out of 
most people’s understandable habit of 
sleeping at night, instead of during 
the day. Sleeping people use very 
little electricity. As long as they con- 
tinue in this habit we will be seeking 
ways to realize a return from plant 
and equipment that now figuratively 
sleeps while people do but actually 
needs no rest. 

Our company took an important 
step to mitigate this economic loss 
when we decided, subject to regula- 
tory authority, to build the nation’s 
largest pumped storage plant. The 
Taum Sauk project, scheduled for 
completion in 1963, will use up to 
400,000 kilowatts of otherwise idle 
plant. This is about half of the steam 
plant that will be available during 
the expected average night load val- 
leys in 1963. 

The water pumped up into the 
storage reservoir at night will be re- 
leased by day to run two generators 
totalling 350,000 kilowatts. We will 
get back by day two valuable peaking 
kilowatt-hours for each three used 
for pumping at night. 

A consideration that weighed heav- 
ily in the decision to build Taum 
Sauk was the saving in capital out- 


which is of inestimable value in the 
orderly planning and placing of its 
additional generating facilities. 
Heretofore, water supplies have 
been extracted from a maximum 
depth of approximately 800 feet. The 
new well was drilled to a depth of 
2,500 feet, and revealed exceptionally 
good water bearing strata at many 
of the deeper levels. When cased, the 
top 1,000 feet was left unperforated 
in order that the pumping of this 
well would not extract water from 


Union Electric Company 
St. Louis, Missouri 
J. W. McArer, President 
lay. It will cost $50 million. A steam 
plant to give us the same increase in 
peak capability wou!d cost $80 mil- 
lion. 

While of little value for other pur- 
poses, the Taum Sauk area is excel- 
lent as a pumped storage plant site. 
Located 100 miles south of St. Louis 
in the Ozark Mountains, it will give 
us an 800 foot head between reser- 
voirs only 6,846 feet apart. The gran- 
ite that underlies the site’s thin soil 
will provide a solid floor for the 
upper reservoir and firm walls for 
the conduit connecting the two pools. 

An important difference between 
Taum Sauk and a steam plant is the 
longer expected service life of Taum 
Sauk, seventy years versus forty 
years for steam, and its consequently 
lower depreciation expense. Further- 
more, the pumped storage plant is 
simpler to operate than a coal fired 
steam plant and consequently can be 
highly automatized, all resulting in 
savings in operating manpower. 
While typical of hydro plants gen- 
erally, maintenance costs are signift- 
cantly lower than for steam equip- 
ment which must work at high 
temperature and speeds. 

Taum Sauk offered additional 
benefits, some not easily evaluated 


the upper strata. Extensive pumping 
tests have proved that the company 
has developed a deep water supply 
which is much better than had jee 
expected. The successful comp tio 
of the well gives assurance of a) ade 
quate water supply for future 
ating units at the company’s I+¥j 
ton plant site, and also indicat 
the reserve supply of water ay.i] 
for domestic and commercial 
the area is much larger than hai! 
previously estimated. 


though nonetheless real: (1) bec 
pumped storage power is qui 
available, steam plant spinning 
serve could be reduced, with result 
fuel savings; (2) pumping 
smooth out the load on system stear 
plants, resulting in better operation} 
(3) by permitting deferral of a stea 
unit for two years or more a bette 
unit would be available since largé 
steam generating equipment is stead 
ily being improved. 

Projecting the step by step cos 
comparison as far into the future a 
reliable estimating permitted, brough 
convincing evidence that Taum Sauk 
could be integrated into system oper# 
ations with substantial resultant over$ 
all economic advantage. 1 

Taum Sauk is, in a sense, a brea 
with traditional concepts in Ameri 
can power production. At the sam 
time it is in keeping with our indus 
try’s traditional open-minded willing 
ness to explore new ways of doing 
our job more economically. It ha 
much in common with our researc 
into nuclear power production meth 
ods and into magneto hydrodynamics 
We are confident that each will, i 
time, play a part in maintaining ou 
record of keeping the forces of infla 
tion in check. 


The United Illuminating Company 


NTERING it sixty first year, The 
United Illuminating Company 
expects to spend approximately $21 
million for new construction in 1960 
to supply the future electricity load 
growth in the metropolitan areas of 
New Haven and Bridgeport. The 
largest outlay for new plant in any 
year of the company’s history, the 
construction budget is part of a three- 
year expansion program that will cost 
$50 million by the end of 1961. 
Over $12.5 million of this year’s 
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New Haven, Connecticut 
WiLt1AM J. Cooper, President 
expenditures will go toward the 160,- 
000-kilowatt generating addition that 
is under construction at UI’s Bridge- 
port harbor station (scheduled to go 
into commercial operation in 1961). 

Major extensions to UI’s trans- 
mission facilities will take up an addi- 
tional $3.5 million. An underground, 
pipe-type 115,000-volt cable which 
will be two-and-one-half miles long, 
is presently being constructed in the 
New Haven area. At the western 
section of the transmission system, 


construction of a four-mile extensiot 
part of which requires submarin 
construction at Bridgeport Harbo 
will start early this summer. Supple 
menting the existing line be‘wee 
New Haven and Bridgeport, thes 
transmission connections will provid 
a second way of moving power /ro 
one major load center to the othe 
and, in effect, will increase the Ne 
Haven area’s generating capacit 
UI’s new construction program alst 
(Continued on page 101) 
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i Tuis edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 
Cause | Rates of Public Utilities and Transportation Agencies, Valuation, Railroad Problems, 
sickly and Regulation of Public Utilities, Panel Discussion on the subject of "Inflation and 
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Preparing 
for the 
Utility 

Rate Case 


by Francis X. Welch, 
B. Litt., LL. B., LL. M. 









320 pages 
Price $10 


— the values of this compilation of experiences 


taken from the records of actual rate cases, are the 


simplifying and speeding up rate 


case groundwork 


reviews of methods and procedures, which have been 
found helpful in — 


saving time and expense of participants 


cutting down “lag losses”’ 


increasing the confidence of investors 


all of which are in the public interest. 


oof of the Rate Base 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 

Public Relations and the Rate Case 

The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 

Selection and Function of the Attorney 

The Grand Strategy of the Rate Case 

The Mechanics of Rate Case Preparation 


The Completed Rate Base—Overheads, Land, 

Depreciation, Working Capital 

Completing the Rate Base; Working Capital 

Operating Expenses 

Operating Expenses, Continued— 
Annual Depreciation 


The Rate of Return 


Rate Adjustments—Allocations 













lf your problem concerns i T P L ITY R AT E. & F 


you will want these two companion volumes 






Conduct 
of the 
Utility 

Rate Case 





by Francis X. Welch, 
B. Litt., LL. B., LL. M. 
400 pages 
Price $12.56 


HIS companion volume deals with those procedura! 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case — 


> filing the application 
> introducing the evidence 


& examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways of 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 


The Case for Complainants or Rate 
Increase Protestants 

The Expert Witness 

Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 

Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comparabl: 
exposition and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 


NEW BOOK DEPARTMENT 


SUITE 332, PENNSYLVANIA BUILDING 


425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 
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for the addition of new distribu- 
substations and expansion of 
ng substations in the fast grow- 
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exis 
ing oad areas. 

Ir 1960, UI expects the volume of 
kilo. att-hour sales to increase in the 
resi ential, commercial and industrial 
marl ets. The company which does 
not .erchandise appliances, has fur- 
ther intensified its sales programs to 
deve op higher electricity sales. Intro- 
duct »n of an electric home heating 
rate as opened a new and promising 


‘t for building up sales volume, 
Ui is concentrating its home 


mar 
and 


heating sales efforts in the new hous- 
ing field. In addition to off-peak 
water heating, the company this year 
is promoting the new, 40-gallon 
‘quick recovery” water heater. Sales 
campaigns will also include such 
load-builders as electric ranges, de- 
humidifiers, clothes dryers, etc. 
Urban renewal and redevelopment 
is exerting positive, far reaching 
effects on the continued growth and 
well-being of economic life in UI’s 
service area. With one renewal proj- 
ect nearly completed, New Haven is 
moving ahead with other projects 
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aimed at revitalizing the heart of the 
city. Bridgeport’s renewal plans have 
progressed another step with the ap- 
proval of federal aid for clearing 
certain blighted areas in that highly- 
industrialized city. The Connecticut 
Turnpike, with its opening of more 
land for industrial development, is 
also stimulating business growth in 
the company’s service area. As a re- 
sult of its enthusiastic participation 
in urban renewal and redevelopment, 
UI has been honored by an invitation 
to compete in the Edison Electric 
Institute’s annual Edison Award. 


Upper Peninsula Power Company 


i & Upper Peninsula Power 
Company electric sales during 
1959 increased 10 per cent over the 
previous year and the peak demand 
on the integrated system was 15 per 
cent greater than the year before, in 
spite of the prolonged steel strike 
which shut down the iron mining in- 
dustry for 116 days. The average 
annual use per residential customer 
in 1959 was 3,740 kilowatt-hours, an 
increase of 137 kilowatt-hours over 
1958 which is 3.8 per cent over the 
national average annual use of 3,577 
kilowatt-hours ; however, to acceler- 
ote the use of electricity within the 
wu, any area, the sales department 
was expanded and emphasis is being 
placed on increasing electric sales in 
all classifications. 


Fk ‘ORABLE progress and growth 
were experienced in 1959 by 
Virg'nia Electric and Power Com- 
pany. Operating revenues, the bal- 
ance for common stock and surplus 
and jer share earnings reached an all 





time igh, 

Tl.» company serves 743,000 elec- 
tric ustomers in a 32,000 square 
mile irea in Virginia, North Caro- 
lina nd West Virginia. The com- 
pany also serves 97,000 gas custom- 
ey the Hampton Roads area of 

Ire Ma. 


C\ ‘struction expenditures in 1959 


werc $47,016,000 and in 1960 the 
den ids of our customers call for an 
esti ted expenditure of $58.6 mil- 
lon. The new 170,000-kilowatt gen- 
era:'ig unit at Portsmouth power 


sta! was completed in 1959. This 
Po\smouth addition together with 
Wors on other generating facilities, 
in uding a similar sized unit at the 
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Houghton, Michigan 

Joun H. Warven, President 

The John H. Warden station was 
placed in commercial operation, and 
is supplying the adjacent new Celo- 
tex Corporation Fiberboard plant 
with its steam and electric require- 
ments, as well as providing additional 
power for the expanding needs of the 
company. A 35 mile transmission line 
connects this plant to the load center 
in the company’s western division. 

This year’s construction program 
includes additions to substations and 
various line construction. 

A major rupture of the thirty- 
year-old wood stave pipeline at the 
Victoria hydro plant occurred during 
the winter and was repaired. The 
pipeline which is 6,050 feet long and 
10 feet in diameter was completely 
rebuilt during the fall of 1959. 


Richmond, Virginia 

A. H. McDoweE tt, Jr., President 
Chesterfield power station (1960) 
and 200,000 kilowatt additions at 
both Possum Point and Portsmouth 
power stations (1962) accounted for 
$19.4 million of 1959 expenditures. 
Electric distribution facilities _ re- 
quired $21 million and $2.3 million 
went into electric transmission lines. 
Gas and other property additions 
totaled $4,316,000. In 1960 continu- 
ing work on new generating facilities 
will require $21.8 million and $30.3 
million will be spent on transmission 
and distribution facilities. Also, $6.5 
million will go for gas and other 
property additions. 

On March 25, 1960 the Federal 
Power Commission granted the com- 
pany a license to bui!d a 200,000-kilo- 
watt hydro power station on the 
Roanoke river near Gaston, North 
Carolina. Construction of this proj- 
ect, estimated to cost $50 million 
already has started. It is expected to 


In connection with its two hydro 
plants and several water storage 
basins, the company has some 50,000 
acres of watershed land which is 
being managed by a land and forestry 
department. A timber harvesting 
program based on sustained yield, 
with the annual planting of seedlings 
on barren areas and a hunting camp- 
cottage lease program and farm lease 
programs assures “multiple use” of 
the company’s lands to the benefit of 
the company, sportsmen, recreation- 
ists, and forest industries. The com- 
pany has three registered foresters 
on its payroll. 

The bimonthly billing program 
was established in all seven company 
districts during the year. 


Virginia Electric and Power Company 


be completed in the spring of 1963. 

The company has 21 generating 
plants with a total generating capa- 
bility of nearly 1.9 million kilowatts. 
When the generating stations now 
under construction are completed, 
total capability will be increased to 
about 2,670,000 kilowatts, an increase 
of over 40 per cent in only four years 
over present capability. 

The proposed experimental nuclear 
power project, which the company in 
association with three neighboring 
utilities is constructing, progressed 
on schedule in 1959. The necessary 
research and development work is 
proceeding and a permanent labora- 
tory and weather tower have been 
erected at the Parr, South Carolina 
site. The station will provide research 
and engineering experience for prac- 
tical uses of atomic energy in electric 
generation. 

(Continued on page 102) 
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revenues, number of customers 
and physical properties of the Wash- 
ington Water Power Company in the 
year 1959, according to the com- 
pany’s annual report. Earnings for 
1959 were the best in the history of 
the company. 

Expenditures for all phases of the 
company’s 1959 construction pro- 
gram totaled $23,321,074 bringing 
the total for the past decade to $196,- 
707,202. The completion of the 
Noxon Rapids dam and powerhouse, 
along with the installation of the first 
three 100,000-kilowatt generators, ac- 
counted for $13,830,855 of the ex- 
penditures in 1959. 

The years 1950 through 1959 may 


A elabi again characterized the 


Ww” Penn Power Company’s 
area development program is 
part of an overall co-ordinated pro- 
gram of the West Penn Electric Sys- 
tem of which The West Penn 
Electric Company is the parent or- 
ganization. 

In addition to extensive expansion 
in many present industries, West 
Penn Power’s area development ac- 
tivities in 1959 were successful in 
helping to attract 34 new industries 
and expansion projects which went 
into operation in the company’s terri- 
tory during the year. The estimated 
new plant investment is $50 million 
with initial employment of 2,100 and 
potential employment of about 4,700. 
In addition, 31 projects with initial 
employment estimated at 2,900 either 
started construction, or purchased or 
optioned sites for possible further 
action in 1960. 

But this industrial development 
progress reflects only part of the 
broad activities of the co-ordinated 
System program. The objective of 
the program is to accelerate and 
stimulate the economy of the Sys- 
tem’s service area, both short and 
long range, so that greater sales op- 
portunities will result in all the Sys- 
tem’s markets. To meet this objective 
the approach includes not only the 
“smoke-stack-chasing”’ aspects of in- 
dustrial development but is also 
heavily weighted with activities in 
community betterment, recreation 
and resort development, planning and 
redevelopment for public improve- 
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The Washington Water Power Company 


Spokane, Washington 
Kinsey M. Rosinson, President 


well be termed the “decade of de- 
cision” for the Washington Water 
Power Company. During this period, 
the company attained independent 
status (1952) and since that date has 
more than doubled the number of its 
shareholders. It constructed two huge 
hydroelectric plants, Cabinet Gorge 
and Noxon Rapids, thereby adding 
600,000 kilowatts to its generating 
capability. 

WWP’s total utility plant in serv- 
ice at year end, 1949, aggregated 
$75,657,281. Ten years later on De- 
cember 31, 1959, the total utility 
plant in service has climbed to $266,- 
082,197—a net gain of approximately 
$190,400,000. Ten years ago resi- 
dential customers were using an 


West Penn Power Company 
Greensburg, Pennsylvania 
S. L. Drumm, President 


ment, and conservation. 

The program embraces all aspects 
of community life. By challenging the 
community a company’s efforts are 
multiplied through the interest and 
support of the residents of the com- 
munity. Individual community goals 
are established but are made as real- 
istic as possible by recognizing the 
resources of the community. 

On this basis, then, here are some 
of the broader results of West Penn 
Power’s 1959 area development ac- 
tivities : 

1. A number of new _ local 
community area development 
organizations were formed in- 
cluding 29 Planning Commis- 
sions and 9 Industrial Develop- 
ment Corporations. 

2. West Penn communities won 
15 awards, or 43 per cent of 
the total, in the Pennsylvania 
State Chamber of Commerce 
Community Development Con- 
test. 

3. Twenty communities undertook 
the preparation of comprehen- 
sive plans for community 
growth. Two such plans, initi- 
ated earlier, were completed. 

4. Significant progress was made 
in promoting conservation, 
tourist travel, and area vaca- 
tions. One example is the in- 
creasing recognition of Laurel 
Highlands, a mountainous, 
scenic, and historical area in 
the company’s territory, as a 
vacation and tourist attraction. 


average of 5,138 kilowatt-hours .n- J 


nually. As 1959 came to an end, + °sj- 
dential customers were using & “40 
kilowatt-hours annually. The incr: ase 


ESAs 


per residential customer for | 359 
alone was 526 kilowatt-hours. 

The five divisions of the Was’ ng- 
ton Water Power Company « iver | 
approximately 26,000 square mi'-s of 
the fast-growing Inland Empir: At 
the end of 1959, the company was 
providing electric service to 14. 000 
electric customers (an increase f 34 


per cent since 1949) and delivcring 
natural gas to another 17,151 cus- 
tomers. Development of the »rea’s 
natural resources and other ii ‘us- 
trial progress promise continued 
rapid growth. 


To meet the need for readily 
available industrial plant space, 
a program for the erection of 
industrial shell buildings by 
community organizations was 
instituted. The erection of the 
first such building is scheduled 
for 1960. 

There is no question about the 
value of such a comprehensive area 
development program. An electric 
utility virtually has no choice except 
to promote the territory which it 
serves. How effective such promotion 
is will determine, to a significant 
degree, the long term growth of the 
utility itself. 
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Best Way You Can Keep 
Informed on 
Utility Regulation » 
P.U.R. 
QUESTION SHEETS 


With the least possible expenditure of 
time, effort and money, utility executives, 
lawyers, accountants, engineers © d 
others interested in any phase of pub ic 
utility regulation can keep well informed 
through these brief, four-page leoflsts 
issued every two weeks. 

They consist of 10 questions and 0 
authoritative answers based on curres! 
decisions revealing court and commissi’” 
views pro and con. Annual subscript: 
$10. 

Send your order to 


Public Utilities Reports, Inc., 
332 Pennsylvania Bldg. 
Washington 4, D. C. 
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Western Light & Telephone Company, Inc. 


1.59 was a year of growth and 
‘ess for Western Light & Tele- 


TOs 
i , Company, Ine, with an 8.6 
per ent increase in gross operating 
reve ue over the previous year. A 
net come of $2,020,000 and earn- 
ings »er common share of $3.21 were 
the | ighest in the company’s history. 
\WL&T’s general construction 


Great Bend, Kansas 
E. P. HENNEK, President 

budget for the electric, gas and water 
properties in 1960 is $2,200,000. This 
figure includes appropriations for 
building 50 miles of 115 kilovolt 
transmission line from Smith Center 
to Jamestown, Kansas. 


Conversion to dial in eight tele- 
phone properties represents a large 


share of our expansion and moderni- 
zation plans for 1960. Plans call for 
dial conversion in Lenox and Charter 


Oak, Iowa; LaGrange, Houston, 
Seymour, Ewing and Monticello, 


Missouri; St. John, Kansas during 
1960. The telephone construction 
budget in Iowa, Kansas and Missouri 


is $1,070,000. 


Western Massachusetts Electric Company 


& years ago we came to the 
onclusion that the growth of 
our company’s sales left much to be 
desired. We found that the growth in 
the number of electric users tended 
to obscure an adverse trend in the 
growth-rate of use-per-customer. We 
decided that this was due in part to 
increasing competition, and in part 
to our failure to develop new markets 
for our product. This led us to a 
re-study of the economics of electric 
space heating as applied to residen- 
tial and commercial (even industrial ) 
markets. 

In the last two years we have de- 
signed and filed rates for electric 
space heating for the several classes 
of customers, have launched an all- 
out bid for this business, and now 
have on our lines several hundred 
installations. 

At the same time, we are very con- 
scious of the load-factor implications 
of clectric space heating in colder 
climates and have expended consid- 
erable time and money in what might 
be culled “applied research” in the 
held of off-peak heat storage. We 


have on our lines several installations 
employing hot water accumulators— 
both by themselves and in association 


with heat pumps. We are quite en- 


Greenfield, Massachusetts 
Howarp J. CapWELL, President 


couraged as to the economic feasi- 
bility of heat storage, particularly in 
large commercial buildings, under 
the climate conditions which prevail 
in New England. Out of some 13 
accumulator installations, the two 
most interesting are these: 

(1) A 40,000 square foot, all elec- 
tric, rental office building in which a 
15,000-gallon storage tank is re- 
sistance heated on an entirely off- 
peak basis. The cooling cycle does 
not operate entirely off-peak, but the 
chiller is sized at about half that 
capacity which would otherwise have 
been necessary for uncontrolled cool- 
ing of the building. An alternative 
design to permit ice-making in the 
storage tank should take the cooling 
(like the heating) entirely off-peak. 
Customer satisfaction is high, and 
cost of operation at a fully compensa- 
tory electric rate is only about 20 per 
cent above No. 4 or 5 fuel oil. The 
differential in fuel cost is more than 
offset by the well-known advantages 
of electric heating—controllability, 
comfort, cleanliness and reductions in 
operating and maintenance labor. 

(2) In the company’s own new 
headquarters office building an 8,000- 
gallon accumulator is being used in 
association with a 130 h.p. heat 


pump. The heat pump system is in- 
tentially down-sized to that capacity 
which is sufficient to cool the build- 
ing in summer. This yields a very 
high year-round load factor for the 
heat pump. Stored hot water, heated 
entirely off-peak, supplements the 
heat pumps during cold weather. 
Performance can best be summarized 
by noting that the maximum load ex- 
perienced during the hours 8 a.m. to 
9 p.m. for heating this 73,000 square 
foot building, during a week which 
experienced sustained 10° F. tem- 
peratures, was about 100 kilowatts— 
or 1,400 watts per 1,000 square feet. 
Off-peak loads were more than twice 
this amount. 

It is our basic philosophy to pro- 
mote electric space heating in ail its 
variations, but to so design our rates 
as to (a) encourage improved load 
factor through use of equipment such 
as that described above, and (b) dis- 
courage thermostat set-back at night. 
Rather than to incorporate in our 
space-heating rates any demand 
charges (which act as psychological 
barriers to the sale of electric space 
heating), it is our practice to price 
the kilowatt-hours on a day-night 
basis, with an appropriate spread in 
favor of off-peak use. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








64 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
- Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consaltants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 








BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development © Construction © 
Electric, Steam and Hydro Plants ©@ Aeronautical and Missile 
Facilities @ Surveys © Nuclear, Chemical and Industrial Plants ° 
Transmission @ Distribution ® Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C, ° Hempstead, i. 8, Santa Monica, Calif. 











SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 











DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGU 


Design — Electric Line Construction — Management — Reports and Valuations 
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PROFESSIONAL DIRECTORY 


(continued) 


- Design 


a) =x) - Engineering 
(HLS 2 peopane [100% TOWN or PLANT SUPPLY MCNUTT 
PLANTS a oo 0 @ ar ae on Aa ee 


Incorporate 


d 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shaving 


EMPIRE GAS and stand+by 
plants for 
ENGINEERING CO. —— 
P.O. Box 1738. . — 
Atlanta 1. Georgia senate 












f Jord, Bacon & Davis 


’ 
ats eo ie oe 
y REPORTS Gg RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 




















FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 















Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New York WESTBURY CLEVELAND TUCSON 




















GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1, N. Y. 
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525 LANCASTER AVE. 
READING, PA. 


WASHINGTON « NEW YORK 


GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 


FOUNDED 1906 



















W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 






















HARZA ENGINEERING COMPANY 
: Consulting Engineers 
Calvin V. Davis Richard D. Harza E. Montford Fucik 
ORTS — DESIGN — ht Mey 
HYDROELECTRIC PLANTS aND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 













HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OIIO 






















JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Thectre Building Ann Arbor, Michigan NOrmandy 8-7778 





















Personalized Piping System Flexibility Analyses 


Piping flexibility studies made with Available on a confidential basis 

Kellogg’s electronic computer, Catt to consulting engineers and engineering 

individualized on your company forms. departments. Write for details to: 
FABRICATED PRODUCTS SALES DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 
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Soe huljian Cooradion 


ENGINEERS e CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 











-¢ CLASS COST ANALYSES ‘or Developing CLASS RATES REGULATORY 
WATER OF RETURN and UNIT COSTS for use in saumncerar 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 
Engineers and Consultants 
RATE CASES—APPRAISALS—DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 
120 Broadway New York 











MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
e consultation 
e special investigations 


= NATIONAL CITY MANAGEMENT COMPANY 
a Prudential Plaza — Suite 3500 = Chicago 1, Illinois e MOhowk 4-6500 


NATIONAL CITY 

















Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 
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1025 Connecticut Ave., N.W., Washington 6, D.C. - 
67 Broadway, New York 6, N_Y. 


_ Special Operating Studies 
Planning and Design RA Hy A \ ( | M COMPANY ? INC. 
Reports for Financing 
Economic Studies 





©. Regulatory Representation 





CONSTRUCTION ° REPORTS 
SURVEYS 


SANDERSON & PORTER 
S&P 











Hee 


SARGENT & LwnpDy 
ENGINEERS 


Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


tit 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢@ Valuations ©® Capital Costs 
Customer Surveys ©@ Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











NEW YORK 


STONE: WEBSTER £7 
CHICAGO 


ENGINEERING CORPORATION aun 


SAN FRANCISCO 


DESIGN « CONSTRUCTION « REPORTS « APPRAISALS LOS ANGELES 
EXAMINATIONS + CONSULTING ENGINEERING ne 





Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 
DESIGN—-SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
BALTIMORE 2, MARYLAND 











1304 ST. PAUL STREET 
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BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 








LUTZ & MAY COMPANY 


Consuiting Hngsineers 


STEAM. GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1069 Baltimore Kansas City 6. Mo. 


























EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pablic Utility Valuations, — onda 
Original Coss Stu 


910 Electric Building 














1 atin Ind. 






MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


fee, Bem Gi mom-w a m5) 
GAS AND SERVICE CO. 


327 So. LaSalle St., Chicago 4, Ill. . 


















PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 


Main Office, Pittsburgh, Pa. 
32 Laboratories in Principal Cities 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


investigations—Reports—Apopraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 











A. S. SCHULMAN ELEctric Co. 


Electrical Coatracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COM MERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Angeles Tampa 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 


Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 














SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 
Steam and Hydro Power Plaats 
Power Systems—Iadustrial Plants 


Studies—Reports 
San Francisco ° 


St. Louis ° Washingtos 














Jackson & Moreland, Inc. 


Jackson & Moreland International, Inc. 
Engineers and Consultants 


ELECTRICAL—MBCHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 





MACHINE DESIGN— CAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 








A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Pertand 
inspectors stationed throughout the U.S.A. 














Mention the FortNIGHTLY—Z/t identifies your inquiry 








‘UNE 9, 1960—PUBLIC UTILITIES FORTNIGHTLY 




























































































































































































A 


*Allied Chemical Corporation—Plastics & Coal 


















*Fortnightly advertisers not in this issue, 


INDEX TO ADVERTISERS 


*Abrams Aerial Survey Corporation ...........seseeees 
ne aaa errr irre ee 


SIDES DUUNEIOR 6n0ccvcceccacscccccccsessoseseeseee 
Allis-Chalmers Manufacturing Company ............-000. 43 
American Appraisal Company, The .........+.sseeeeeees 104 
American Loose Leaf Corporation ...........seeeeeceees 25 
PIECED TOTS TSOKD, oo s cc ccccccccncccvescsosccsos 36 
PIE DOTTIE, TOD nonce ccccccccccccccccescescocecs 51 
Appeal Printing Company, Inc. .........ceeceeccccececcs 32 
Atiantic City Electric Company .........ccccccccccccecs 23 

B 
Babcock & Wilcox Company, The ....cccccccccccvccccce 38-39 
I CURE RODIN sncccscctvonsccensceneccceesonce 27 
Black Hills Power a "Light PO -si65500ss00ees bene 66 
Black & Veatch, Consulting Engineers ..........ceeeeee0. 104 
Blyth & Company, DC LCCis -sokaet sabe e sees seeneuee oe 9 
ne. ee Me Mo, GRE, o.0ccccccicsdsceseebessie 104 
PE ae I, HUNDETS oc cccccccncdoccesesiveceee 109 
EMC. | 2o. LG lb cbs wesewecesseseebensee ess 104 
TINE ORNEINIOR oo 6s 000.0 5.0 wisn 01000 00 0000600000000 
c 
California-Pacific Utilities Company ...........ceeeeeeeee 56 
Carter, Earl L., Consulting Engineer .............2000% 109 
Central and South West Corporation ............eese00- 83 
LI. 4. 6 56a nb noose 0b e0bess4ebees 31 
Cincinnati Gas & Eleciric Compony, The ..........-.22+- 70 
SE SONOS SONY, 4 cc ncccccccccccccncecscesees 71 
SSOeeEe GHGS BPSCOM, BNC., TRE 2 oc cccccccsccccccccccecs 48 
Eeeeee GONE, BEG, WMD 6 oc5000c0ses0csccecescecs 
Columbus and Southern Ohio Electric Company .......... 84 
Combustion Engineering, Inc. .......-.++-eeeeeeeeeeeeees 4-5 
Commonwealth Associates, Inc. .........ccceccceccees 73, 104 
Commonwealth Services, Inc. ........cccececeecccees 73, 104 
SOUND EOE SGD. 050.0:000000000060060% Inside Back Gover 
Consolidated Gas and Service Company ...........-+++ 109 
Continental Illinois National Bank and : 
Bee ROONEY TOU SOMNGEIND 6 5 oo cicciesns0000s06ss0ews 20 
D 
Day & Zimmermann, Inc., Engineers ...........eeeeeeees 104 
Dayton Power and Light Company, The .............+++. 19 
i 2 o. kbs es ssiees es s0s bose 6 ss 000%0%e 69 
ey SO SSO, TRO occcccccccccccccsscecccess 16 
Dodge Division of Chrysler Corp. ..........seeeeeeeess 46 
OU A UII NG, 55 0556 .00.0000 0000080 0s6s00s000es 105 
E 
*Eastman Dillon, Union Securities & Company .......... 
OD: ONWNCRS TROOIONEIOE 20000 ccccccccccecccccesen 28 
*Electro-Motive Division, General Motors ...........2.+:. 
Empire Gas Engineering Company .........-.esceeeeseees 105 
F 
First Boston Corporation, The .............+. eer! he 
First National City Bank of New — The -. 48 
Fitler, Edwin H., Company, The 73 
Florida Power & Light Compan : 24 
. Bacon & Davis, Inc., Engineers ° 105 
aca § Associates, is Sskcecnsewaces 105 
PEEBTGS hb 55550400 he 000590524006 6080405 105 
G 
Gannett Homing Corddry and Carpenter, Inc. .......... 109 
POTN MEOCITEG GOMER osc ccccccccccccccscccecccoes 
Gibbs & Hiil, Inc., © iting | c cusebbeseuesnaes 105 
Gilbert Associates, Inc., ow Bem pbienebonesene 60, 61, 106 
Gilman, W. C., & Company, Engineers ..........22e0000% 106 
*Glore, ye Pr EN ovo 000.0000600001005006000000%8 
OOD... 55 vbw os 6x5 00100000 0000000000490 69% 55 
G&W Electric Specialty UE 6.o500s0sesssneccceses 17 
H 
Hagan Chemicals & Controls, Inc. ........ccecceceeeees 11 
Halsey, Stuart & Company, Inc. . vo ae 
Harris Trust & Savings Bank ...... 67 
*Herriman, Ripley & Company, Inc. 
Hartford Electric Light Company, The 87 
Harza Engineering Company .. 106 
Hoosier Engineering Company 106 
Hughey & Phillips, Ime, .....cccccccccccccccccccccccccs 53 
1 
*international Business Machines Corp, ............++++- 
International Paper Company, Wood etaidieg Division .. 35 
tt i + .b 5 bbs ebhbee esses s0h 62064006 109 
lowa Electric Light and Power Company ...............-. 87 
lowa Power and Light Company ...........esceeceeeees 73 
lowa Southern Utilities Company ...........cceeeeceees 77 
Irving Trust Company ............- 0000200000000 0seee 18 


J 



















Jackson & Moreland, Inc., Engineers ................. 59, 109 
Jensen, Bowen & Farrell, Engineers ..... wbesk es weceanen 106 
K 
Kellogg, M. W., Company, The ....... Inside Front Cover, 106 
Kidder, Peabody & Company ............. Outside Back Cover 

Kaen 10Gb E COMPO oo occicccscccccscccccsecvcccese 
DAME SPRUENIENUON, CUNO 66.055 5.56 5 05 i005 0035.0:0.0:60:0 2 slp ss 107 
L 

*Langley, W. C. & Co. SNE RPT Pe Ey ere Pre 
Leffler, William S., Eng s A . 
*Lehman Brothers ............. 
*Line Material Industries ..... 
Loeb, (Carl M.) Rhoades e Co. .. 
monpes, MH. A. BH COMO cccccccsccvcccss 
Lutz & May Company, canathan Engineers 
= 
PRENER, TOR. Bau, ONG. , MUONS ohn 6 0.5:0:6:6.60\5.0:6 060-0000 
Merrill Lynch, Pierce, Fenner e — DE. 5645 ss 0s SNS 72 
Miner and Miner, C See 109 
Moloney Electric Company . Sib asb 516 0° #i0'0 0's v's Siewn'de'9'6 bi 21 
Montana Power Company, The ...........05:-seeeeeees 47 
*Morgan Stanley & Company ..............- » 00066600 
Mosler Dropository Corporation, The ...............+.0. 85 
N 
National Association of Railroad & Utilities Commissioners 99 
National City Management Company ..............+200. 107 
New England Electric System ...........-ceeeeseeceees 34 
Niagara Mahawk Power Corporation ............+.+++. 29 
Northern Indiana Public Service | ROEE: S.0ss0s855 50000 68 
° 
Oklahoma Gas and Electric Company .............+++++. 88 
Osmose Wood Preserving Co. of America, Inc, .......... 57 
OCiter Tal Power COmpGny occcccscccccccccecccccccces 63 
P ca 
Pacific Gas and Electric Company ............+-+seeee- 37 
Pennsylvania Power & Light Company ..............+.-- 42 
Pioneer Service & oni tg MOY cvncgsvcccas 40, 107 
Pittsburgh Testing Laboratory ...........+-seeeseeeeers 109 
*Plastics and Coal Gheatietis piv: «, Allied Chemical Corp. 
Porter, Arthur GG. ..ccccccccccccccccccccccccccccccses 62 
Potomac Electric Power Company .........--+seeeeeeees 13 
Public Service Electric and Gas Company ........---++++ 26 
R 
Ransom, BR. A., Compamy, 196. accccccccccscccccccscoce 108 
Recording & Statistical COPROTORIOR 20. ccc ccccccccccece 80 
Remington Rand Div, of Sperry Rand Corp. ............. 22 
s 
Sanborn Map Company, Inc. ... 64 
Sanderson & Porter, Engineers .. -. 108 
Sargent & Lundy, Engineers ........... - 108 
Schulman, A. y weg 4 ae Engineers . 109 
Simplex Wire & Cable Co. ........... - 9 
*Smith, Barney & Company ........ . 
Southern California Edison " company ° 33 
Southern Colorado Power Company ... 54 
Southwestern Public Service Company . . 2B 
Standard Research Consultants, Inc. ..... . 108 
Stone & Webster Engineering Corporation . 108 
*Studebaker-Packard Corporation ......... : 
Sverdrup & Parcel, Inc., se coal Shas eaness co Oe 
T 
Texoma Enterprises, Inc, ........ceeeeccccccccscccccece 74 
U 
Utah Power & Light Company .........--.-eseeeeeeeees 41 
Vv 
Vermeer Manufacturing Co. .........-. eee cece cece eeeeee 62 
Virginia Electric and Power Company ...........-++++++> 79 
w 
Washington Water Power Co., The ........-+++s+eeeees 81 
Western Light & Telephone Company, Inc. ........-++++++ 81 
Westinghouse Electric Corporation ...........esseeeeees 14-15 
*White- NO, oon a5. sinh bs 0 00sec ccncocsccsevesves 
Whitman, Requardt GR ASUORIAIDS 6.5565 ccccsecccceoes 108 
Williams, A. Inspection Company, Inc, .......--++++> 109 
Wisconsin Electric Power COMPGRY «0... ccccccccccccccs 30 
ines sen beeess5eees sec seeeeey 












PUBLIC UTILITIES FORTNIGHTLY—JUNE 


9, 1960 


























j 





CUSTOMERS DEPEND ON ELECTRICITY 











DEPEND UPON CONSOL 
RELIABLE, LOW COST ENERGY 


Consolidation’s Pittsburgh seam coal is the prime source of energy 
for many of the country’s largest utilities for many reasons. Util- 
ities need long-term prime energy dependability, and Consol’s vast 
reserves of over 3 billion tons assure that protection. Ultra-modern 
preparation facilities provide on-schedule deliveries of uniform, 
high quality clean coal. If you consider quality and long-term de- 
pendability as musts, let Consol provide them. 



















CONSOLIDATION COAL Co. 


KOPPERS BUILDING PITTSBURGH, PENNSYLVANIA 
AFFILIATES 
NORTH WESTERN-HANNA FUEL CO., MILWAUKEE, WIS. 
EMPIRE-HANNA COAL DIVISION, THE M. A. HANNA CO., TORONTO, ONT. 






























Where Will You Get New Capital For The 


POWER-HUNGRY ’60’s? 


The privately owned electric utility industry plans to spend $3.5 billion 
on new and improved facilities in 1960. And over the next five years it ex- 
pects to spend nearly 15% more on expansion than it has in the past five. 

Vast new capital funds will be required. They will come from the in- 
dividual and institutional investors who are the substance of American 
free enterprise. 

As a vital, creative link between the electric utility industry and money 
sources, Kidder, Peabody has long experience and leadership in raising 
debt and equity funds through private placements and underwritings. 

Last year, Kidder, Peabody & Co. and Kidder, Peabody & Co. Incorpo- 
rated took an active part in the underwriting, sale and distribution to the 
public of 62 new utility issues amounting to more than $1,518,000,000.* 

Our 26 offices coast-to-coast have the extensive contacts and facilities 
needed to achieve a prompt, economical distribution of new issues. Our 
experience and long-established connections with private and institu- 
tional investors bring us, every year, large quantities of private placement 
business. Call us for detailed information on how we could help your 
company meet its requirements for additional capital in the powerful 
decade ahead. 


Kipper, PeaBopy & Co. 


FOUNDED 1865 
Members New York, American, Boston, Philadel phia-B altimore, 
Midwest and Pacific Coast Stock Exchanges 
17 Watt Street + New York 5,N. Y. 


Boston PHILADELPHIA CuHiIcaGo Los ANGELES SAN FRANCISCO 


*A partial listing of recent issues 
Alabama Power Company 

Brockton Edison Company 

Carolina Power & Light Company 

Central Hudson Gas & Electric Corporation 
Central Louisiana Electric Company, Inc. 
Community Public Service Company 
Delaware Power & Light Company 

Fall River Electric Light Company 

Florida Power Corporation 

Florida Power & Light Company 

Georgia Power Company 

Idaho Power Company 

Interstate Power Company 

Kansas Gas & Electric Company 

Louisiana Power & Light Company 

Maine Public Service Company 

New York State Electric & Gas Corporation 
Pacific Power & Light Company 
Pennsylvania Electric Company 

Public Service Company of New Hampshire 
South Carolina Electric & Gas Company 
Southern Nevada Power Company 

Tampa Electric Company 

Texas Power & Light Company 

Upper Peninsula Power Company 
Washington Water Power Company 
Wisconsin Power & Light Company 

















